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SECURITIES & EXCHANGE COMMISSION,
Office of International Corporate Finance,
Division of Corporation Finance,

450 Fifth Street, N.W.,

Washington, D. C., 20549

USA. S%J ,

.

AmE
Dear Sir, PROCESS ™D
Re: Hualing Holdings Limited — File No. 82-4195 (the “Company”) o -
Enclosed please find the English versions of the following document for your record: HN‘ \““‘ ol L

Name of Notice Report Circulation Date Information provided to
Announcement of acquisition of interest in Hualing 3 November 2004 Stock Exchange/shareholders
Announcement on completion of sales and purchase 11 November 2004 Stock Exchange/shareholders
agreement and appointment of independent financial

adviser

Announcement of despatch of offer document (in 16 November 2004 Stock Exchange/shareholders

relation to Hualing)

Offer document (in relation to Hualing) , 17 November 2004 Shareholders

Announcement on appointment of new directors 22 November 2004 Stock Exchange/shareholders
Announcement on change of registered address 25 November 2004 Stock Exchange/shareholders
Announcement on delay in despatch of offeree 1 December 2004 Stock Exchange/shareholders
Document

Announcement on despatch of offeree document 8 December 2004 Stock Exchange/shareholders
Offeree document 8 December 2004 Shareholders

Announcement on responsibility in respect of offeree 16 December 2004 Stock Exchange/shareholders

document and joint Announcement

Announcement on closure and results of the offers (in 22 December 2004 Stock Exchange/shareholders

relation to Hualing)

Announcement on change of directors 22 December 2004 Stock Exchange/shareholders
i /
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Tel: (852) 2802 2155 Fax: (852) 2598 8995
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AUALING ROLDINGS LIMITED
EZEERKRLT

Thank you for your attention.

Yours faithfully,
For and on behalf of
Hualing Holdings Limited

Wong Hon Sum -
Company Secretary

HW/ip
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The Sinck Exchange of Hong Kong Limired takes no reponsibitin for the contents of this announcepirnit, makes 1o represeniarion s (0 ils oeciney o7 completenras
and expressly disclains any liabilizy whaisoever for any loss howsoever arising Jrom or in refiance tpon the whole or any part f the comtents of this annumeement,

HUALING HOLDINGS LIMITED
EZEEERAF

(Incorporated in tong Kong with limited Imbl{lly)
(Stock Code; 382)

ANNOUNCEMENT ON APPOINTMENT OF NEW DIRECTORS

“The board of directors (*Directors™) of Husling Holdings Limited (ihc “Compsny™) is pleased 1o announce that Mt. Fang Hongbo, Mr.
Liu Liang and Mz, Zhang Quan have been appointed as Executive Direciors of the Company: Mr. Li Jianwei and Ms. Yuan Liqun have
been eppointed as Non-executive Directors of the Company with effect from 17 November 2004,

The biographical details of the new Directors are se1 out below:

Mr. Fang Hengbo, executive Director

Age )
Length of service . M. Fang joined the Company with effect from |7 November 2004 as an executive Director.

Qualification and experience  :  Mr. Fang obioined & master degree in business from National University of Singapore, He has

worked for Midea Group Co., Lid. since 1992 and has assumed various senior management |

positions for sales and overal management of the air-conditioners division of Midea Group Co.

- -Ltd. with considerable experience. Mr. Fang has also been a director of GD Midea Electric
Applmnces Co., L1d. {"GD Midea™. & joint stock company whose shares arc listed on 1he
Shenzhen Stock Exchangc in the PRC, since 28 April 2002

Retationship with other : Mo Fang is currently a director of GD Midea, which is a subsidiary of Midea Group Co,, Ltd., the
Direcrors. senfor of the Company. He is also the president of the refrigeration equipment
substantial or controlling division of GD Midea.
shareholders

Interests in shares of the : Mr. Fang has no direct or indirect interest in any shares of the Company.

Company
Amount of emoluments : The amounts of \! and bonuses sre ined a1 the discretion of the

board of Directors and will be dlscluscd in the annual repont of the Company.
Mr. Liw Lisng, executive Director

Age T a2
Length of service : Mr Liu joined the Company with cffect from 17 November 2004 as an exccutive Director.
Qualificaion ond experience : Mr. Liu has obiained 2 bachelor degre¢ in mechanical engincesing from Shanghai Jiao Tong

University. Mr. Liu has worked for Midea Group Co., Ltd. since 1951 and has assumed various
senior management positions for marketing, sales and os:rall management of the sir-conditioners
division of Midea Group Co., Lid. with considerable experience.

Relationship with other .1 Mr Liv is currently a vice president of the refrigeration equipment division of GD Midea, a
Directors. senior management. subsidiary of Midea Granp Co., Ltd.. the controlling sharchoider of the Company.
substantial or controiling
shareholders
Interests in shares of the : Mr. Liu has no direct or indirect interest in any shares of the Company.
Company
Amount of emoluments ¢ The amounts of bonuses are ined at the discretion of the

board of Directors and will be drsclostd in the annual report of the Company.
Mr. Zhang Quan, executive Director

136
Length of service © Mr. Zhang joined the Company with cffect from 17 Movember 2004 as an executive Director.
Qualification and experience : M Zhang has obtained a master degree in international management from the Australian National

University. Mr. Zhang has worked for Midea Group Co., Ltd. since 199) and has assumed various
senitor management positions for financial management for Midea Group Co.. Lid. wilh
considerable experience,

Relationship with other : Mr, Zhang is an sssisiant of the president and the financial controller of the refriperstion
Direcrors, senfor management. equipment division of GD Midea, a subsidiary of Midea Group Co., Ltd., the controlling
substantial or controlling shareholder of the Company.
sharekolders

Interests in shares of the : Mr. Zhang has no direct or indirect interest in any shares of the Company,

Compony
Amount of emoluments : The smounts of emaluments and management bonuses are determingd at the discretion of the

. board of Directors and wiil be disclosed in the annual report of the Company.
Mr. Li Jlanwel, 8 non-executive Director

Age :
Length of service : Mr Lijoined the Company with eflect from 17 November 2004 as a non-executive Director.
Quialificarion and experience  :  Mr. Li has obiained 8 master degree in business adminisiration from Fudan University. He has
worked for Midea Group Co., Ltd. since 1994 and has assumed various seniar management
positions for strategic development of Midea Group Co.. Ltd..
Relationship with other s Mr Liis a dircctor and capital investment controller of Midea Group Co., Ltd.. the conirolling
Direcrors, senior management, shareholder of the Company.
substontial or controlling
shareholders
Interesis in shares of the : The registered capital of Midea Group Co.. Lid., the controlling shareholder which owns 42.4% of
Company the entire issued share capital of the Comg;r;é is owned as 1o 45% by Foshan Shunde Lixun
Investment Co., Ltd. (B i R 2 18 #) 1R 31 R 2 81}, (he registered capital of which is in

turn owned as to 33% by Mr. Li J;an\m

Amount of émolumenis :  The amounts of 1l bonuses are i a1 the discretion of the
board of Directors and will be d)sclosed in the anrual report of the Company.

Ms. Yuan Liqun, a non-executive Director

Age :o3s
Length of service : . Ms. Yuan joined the Company with effect from 17 November 2004 25 2 ron-exccutive Director.
Qualification and experience © Ms. Yuan has obtained 8 master degree in i from the A lian National

University. She hes worked for Midea Group Co., Lid. since 1992 and has assumed verious senior
management positions For Financizl and overall management of Midea Group Co., Ltd. with
considernble experience in financial management. Ms. Yuan has also been & supervisor of GD

Midea since 26 May 2003
Relotionship with other : Ms. Yuan is a dircctor and the financial controller of Midea Group Co., Lid., the controling
Directors, senior management, shareholder of the Company.
subsianiial or controlling
sharehoklers

Inrerests in shares of the Company:  The registered capital of Midea Group Co., Lid., the controlling sharcholder which owns 42.4% of
the ¢ntire issued shere cup\ml uf the C:*.rr\§;it % is owned as te 45% by Foshen Shunde Lixun

Investment Co., Lid, (#5 il BEHE 41 R4 B, the registered capital of which is in
turn owned as 10 33% by Ms Yn:m Liqun.
Amount of emoluments : The amounts of ) bonuses are ined al the discretion of the

boand of Direciors and will be dmlosed in the annual report of the Company.

With reference to the offers for shares in, and options of, the Company as mentioned in the joint anncuncement duted 3 November 2004
issued by the Company and Midea International Corporation Company L:mned the board of Directors of the Company noted that an offer
document has, on 17 2004, been 10 the ionholders of the Company. In accordance with the
“Takeovers Code, the Company is required to send an offeree document in r!la{\o!\ to the offers 1o the shareholders and optionholders of the
Company within 14 days of 17 November 2004 or such later date as the Securitics and Futures Commission may approve.

By ordcr of the board of Directors

Wong Hon Sum
. Company Secretary

Hong Kong, 1% November 2004

As at the date thereof, the executive Directors of the Company are Mr. Fang Hongbo, Mr. Lin Liang, Mr. Zhang Quan, Mr. Li Yi Jun, My,
Chen Xioo Shi, Mr. Liang Wei Wen and Mr. Huang Wei Hua; the non-execufive Directors of the Company are Mr. Li Jianwei, Afs. Yuan
Ligun, Mr. Zhang Xin Hua and Mr. Chen Yit Hang: the independent non-executive Directors of the Company are Mr. Chan Wai Dune, Mr.
Lo Wing Sang, Vincent and Mr: Lam Ming Yung.

The Directors of the Company jointly and severally accept fill respansibility for the accurucy of the infarmation contained in this
qunoincement and confirm, having made all reasonable enquiries. that 1o the hest of their knowtedge, opinions expressed in this
announcentent have been arrived a1 after due and careful consideration and there are no other facis not contained i 1his announcement,
the omission of which would make any stutement in this announc emens misleading.
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The Stock Exchenge of Hong Kong Limited takes no responsibility Jor the contents of this annotmcement. makes o representation as 1o its accuracy or campleteness and expressiy disclaims
any liability whatsoever for any loss howsoever arising from or in refiance upon the shole o any part of the contents uf ihis announcement.

Hualing Holdings Limited
EREEARAT

(Incorporated in Hong Kong with limited licbility)
(Stock Code: 382)

Midea International Corporation Company Limited

(Incorporuted in Hong Kong with limited liability)

DESPATCH OF OFFEREE DOCUMENT
EXTENSION OF THE FIRST CLOSING DATE OF THE OFFERS

The Offeree Document containing, among other things, the

boerd and the letter of advice from Hualing’s

of Hualing’s independ

has been extracted and in this for i

independent financial adviser with respect to the Offers had been d: hed to
In retation to the extension of the latest time for despatch of the Offeree Document, pursuant to Rule 8.4 of the Takeovers Code, Midea International has
agreed to extead the First Closing Date by the number of business days in respact of which the despatch of the Offeree Docurnent is delayed. As a result, the
First Closing Dat¢ is extended from Wednesday, 15 December 2004 1o Wednesday, 22 December 2004, The Offers will remain open until Wednesday, 22
December 2004, and will close at 4:00 p.m. on Wednesday, 22 December 2004 unless the Offers have previously become or have been declared unconditional.
Certain information set out in the section headed “Material Change” contained in Appendix | {Financial Information of the Gmup) of the Offeree Document

ion purposes. Your attention is drawn to the contents contained in the ‘Offeree Document.
Investors are advised to exercise caution when dealing in the Shares as the Offers may or may not become unconditional.

and Oy on 8§ December 2004,

Reference is made to the offer document dated 17 November 2004 (“Offer
Document™) issued by Midea International in connection with the Offers and
the announcement dated | December 2004 made by Hualing Holdings Limited
(“Hualing™) in relation ta the extension of the latest time for despatch of the
response document in connection with the Offers (“Offcree Document™) to 8
December 2004, Terms used in this announcement shall have the same meaning
25 in the Offer Document unless defined otherwise.

DESPATCH OF OFFEREE DOCUMENT

Hualing had on § December 2004 desp 0 s and Opti

the Offeree Document which contains, among other things, the recommenda-
tion of its independent board committee and the letter of advice from the
independent financial adviser to the independent board ;ummmce with respect
ta the Offers.

EXTENSION OF THE FIRST CLOSING DATE OF THE
OFFERS

In relation to the extension of the latest time for despatch of the Offeree

t, Midea International had patrsuant to Rule 8.4 of the Takeovers Cade
agreed to extend the first closing date of the Offers (the “First Closing Date™)
by the numbes of business days in respect of which the despatch of the Qfferee
Document is detayed. As a resull, the First Closing Date is extended from

for the Offeree Document. An application has been made by Hualing to the
Executive in respect of the exclusion of Mr, Li and Mr. Huang from accepting
respansibility fot the contents of the Offeree Document.

EXTRACT OF CERTAIN FINANCIAL INFORMATION FROM
OFFEREE DOCUMENT

The following is exiracted from the section hesded “Material Change™
contained in Appendix { {Financial Information on the Group) of the Offerce
Document and is reproduced for information purposes:

“Save for:

(a) the net pracesds of approximately HKS?77 million from the subscription of
200,000,000 new Shares by the Vendor and Profit Upsurge Limited on 30
Sanuary 2004,

(b) based on the interim results of the Graup for the six months ended 30 June
2004, the Group recorded an unaudited turnover derived from the Groups
business of approximately HK$1,199,522,000 and an unaudited net foss of
approximately HK$44,625,000 for the six months ended 30 June 2004,
The interim results are, however, subject to audit and therefore may be
subject to adjusiments upon audit and/or changes as 2 result of any
subsequent events which may arise after the Latest Practicable Date;

Wednesdzy, 15 December 2004 to Wodnesday, 22 December 2004. The Offers (¢} pursuant to two land use right transfer agreements both dated 6 july 2004
will remain open until Wednesday, 22 December 2004, and will close 2t 4:00 entered into between I 5 [ % 7 M 4> & (China Refrigeration
p.m. on Wednesday, 22 December 2004 ualess the Offers bave previously Industry Co.. L1d.*) (“China Refrigeration”) and B & M@ AT A2
become or have been declared ditional. Save for the (G Baiyun Mechanical Industrial Corp ) (“Baiyun
Midea Iaternational does not intend to revise or extend the Offecs unless Mechanical”) in relation to the acquisition by China Refrigeration of
required by or otberwise pursuant to the relevant provisions of the Takeovers Baiyun Mechanical’s entire interesy, right and titie 1o two pieces of fand
Code. Set out below is the expected timetable for the Offers as revised in situated at Shahe District, Guangzhou, the PRC, where the existing
relatian to the aforementioned extension: production base including various factories, warchouses and office
Offers commenced - ..oooonnnns. P Wednesday, buildings of China Refrigeration were situated, for an aggregatc consider-
17 November, 2004 ation qu RMB{S;.}OO,?H.J v(‘npproxfxTat;fy hHK]ss‘;‘zmso.S). ;Jp:n
. completion of these acquisitions of land, the land use right and the
Date of posting the Offeres Document ......ooennee S DrecNednesday buildings situsted an these two pieces of land will be stated a cost in the
ecember, 2 ook of China Refrigeration;

Latest time for acceptance of the Offers on e " . .
; ; ; (d} the deficit arising from the revaluation of praperties as per the valuation:
the First Closing Date (Note 1) ... 400 P on Wedneseat: ceport issucd by Vigers Appraisal & Consulting Limited set out in

First Closing Date Note [) ... ccooiiiiiiiiianenns Wednesday,
. 22 December, 2004
Announcement of the cesults of the Offers

as at the First Closing Date ta be published

i the newspapers (NOre 7} ....o..ooui it Thursday,

23 Decemnber, 2004

Latest date for despatch of cemittances for the amounts due

in respect of valid acceptance received

by the First Clasing Date under the Offers,

assuming the Offers become, or

are declared unconditional
On SuCh date (NOTE 2} oo oee e e Saturday,
{ January 2005
- Latest time by which the Offers can be declared
unconditionat as to acceptance (Note 3} ... ... ... Midnight, Sunday,
- 16 January, 2005

Notex:

1. Midea Internationst reserver the right 0 extend the Offers until such date as it may
determine ia sccordance with the Takeovers Code. Midea International will issue an
sanouncement on the website of the Stock Exchitnge by 7:00 p.m. on the First Closing
Date in relation 1o whcther the Offcrs bave expired, or have been revised or extended.
which announcement will state cither the next closing date or tht the Offees wifl
remsin apea until further nofice. Such tanouncement will be republished in
newsptpers on the oext busincss day thereafier, If Midea [nterstiona! extends the
OFfers as required pursuant fo the Takeovers Code and o closing date is tpecified in
ibe relevant anpouncement, el least 19 days” notice in writing will be given, before the
Offers are closed, to the Sharcholdent and Optionholders who have ot accepted the
Offccs. [n the event that the OFfcrs beoome or tre declared unconditioast en or before
4:00 p.u. on 22 December 2004, the Offers will remain open for accspiance wntil the
Later of 22 December 2004 end 14 days from the daie when the Offers become or are
declared uncoodional.

2. Cheques in respect of the censiderstion payible for the Shares asd the Options

under the Offers will be posted to he relevant Shareholders and Optionholders
by ondicary post & their oo firk ks 3000 35 possible but in any eveat witkin 10 days of
e lates of the date of receipt of all the relevant documents 1o render the relevast
ander the Offers complete and valid, and the date whea the Offers become

o are doclarcd unconditional

3. tnsccordance with the Takeovers Code, the Offers shall not be capable of becoming of
being declared wnconditional efier midnight o 16 Jamnary 2005 unlexs extended with
the consemt of the Executive.

4. All e references contrined in this smnouncement refer 1o Hong Koog time.

DIRECTORS' RESPONSIBILITY STATEMENT IN OFFEREE
DOCUMENT -

Pursuant to Rule 9.3 of the Takeovers Code. all'documents under the Takeavers
Code should state that all directors of the company issuing the documen jointly
and severally aceept full responsibility for the accuracy of the information
contained in the relevant document and confirm, having made alt reasonable
enquiries, that to the best of their knowledge, opinions expressed in the relevant
document have been arrived et after due and careful consideration and there are
1o other facts not contained in the relevant document, the omission of which
would make any statement contained in the relevant document :ruslcad:ng

Appendix 2 (o this Offeree Docuinent of approximately HK$70.3 million
and the net losses arising from the disposal of propertics, which took place
during the first half of 2004 and subsequent 1o 30 June 2004, of
approximately HKS1.9 million and HKS3.8 million respectively; and

(&) Midea becoming the of the Company

immediately upon completion of the Sale and Purchase Agreement on L1
November 2004,

the Directors are not aware of any materiat change in the financial or trading
position or prospects of the Group since 31 December 2003, the date to which
the latest published audited financia! statements of the Group were made up.”
CLARIFICATION OF PRESS ARTICLE

Hualing noticed that a press articie was published in The Hong Kong Economic
Times on § December 2004 alleging that Mr. Chen Xizo Shi and Mr. Liang Wei

Wen, two executive directors of Hualing, had tendered resignation to Midea and
that their resignation had been accepted by Midea.

As 2t the date of this announcement, save for the propased resigaations of Mr.
Li Yu Jun, Mr. Huang Wei Hua end Mr. Lo Wing Sang, Vincent as directors of
Hualing which shall not take effect until the First Closing Date, or the date on
which the Offers become or are declared unconditional, whichever is the later,
the board of directors of Hualing has not received 2ay resignation letters from
the other directors of Hualing.

Investors are advised 1o exercise caution when dealing in the Shares as the
Offers may or may not become unconditional.
BY ORDER OF THE BOARD ~ BY ORDER OF THE BOARD
Hualing Holdings Limited  Midea [nternational Corporation
Company Limited

Liu Llang Lizog Cuo Ping
Executive Divector . Director
Hong Kong, § December 2004

As at the date of this announcement, the executive directors of Hualing are Mr.
Fang Hongbo, Mr. Liu Liang, Mr, Zhang Quan. Mr. Chen Xiao Shi, Mr. Liang
Wi Wen, Mr. Li W Jun and Mr. Huang Wei Hua, the non-executive directors of
Hualing are Mr. Li Jianwei, Ms. Yuan Liqun, Mr. Zhang Xin Hua and Mr. Chen
Yu Hang; the independent non-executive directors of Hualing are Mi: Chan Wai
Dune. Mr. Lo Wing Sang. Vincent and Mr. Lam Ming Yung.

The directors of Hualing (other ihan Mr. Li Yu Jun and My Huang Wei Hua as
Hualing could not obiain their respective agreement to accept responsibility for
this announcemeni) jointly and severally accepi full responsibility for the
accuracy of the information contained in this announcement (other than that in
relation to Midea International) and confirm, having made all reasonable
inquiries, that to the best of their knowledge, the opinions expressed in this
announcement have been arrived at after due and careful consideration and
there are no other facts not contained In this announcement (other than that in
relation to Midea international), the omissian of which would make any
statement in this announcement misleading,

The directors of Midea International jointly and severally accept full responsi-
bility for the accuracy of the information contained in this announcement (other
than that in relation to Hualing) and confirm, having made ail reasonable
engquiries, that to the best of their knowledge, opinions expressed in this

In the Offerce Document, the statement relatiog to of i

for the contents of the Offeree Document mentions that the directors of Hualing
(other than Mr. Li Yu Jun and Mr. Huang Wei Hua) jointly and severally accept
responsibility in respect of the Offeree Document as Husling could not obtain
the agreement of Mr. Li Yu Jun and Mr. Huang Wei Hua to accept responsibility

have been arrived at after due and carefuf consideration and
there are no other facts not contained in this announcement {other than that in
relation 10 Hualing) the omission of which would make any statement in this
announcement misleading.

¢ For idenification purpose only
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Ching

The Siock Exchange of Hong Kong Limited tukes no responsibility for the contents of this announcemem, makes no representation us 1o ity accuracy or compleieness and expressly disclaims
any bability whatsoever for any oss howsoever arising from or in reliance upon the whole or any part of the contens of this annencement.

= (Uhidea
Midea International Corporation Company Limited
{incorporated in Hong Kong with limited liabifity)

HUALING HOLDINGS LIMITED
EZEERRLF

(Incorporated in Hong Kong with limited liabilirv)
(Stock Code: 382)

ANNOUNCEMENT o

Mandatory conditional cash offers by

@ ! C E '—A -v’:?("\\'f (
A subsidiary of ICBC . ; =
on behalf of R
Midea International Corporation Company lexted
for all the issued shares in Hualing Holdings Lxmn‘ed
(other than those shares already owned by or agreed to be acquired by
Midea International Corporation Company Limited.
and parties acting in concert with it) :
and all outstandmg share options of Hualing Holdings lelt d

COMPLETION OF THE SALE AND PURCHASE AGREEMENT
APPOINTMENT OF INDEPENDENT FINANCIAL ADVISER

Midea [nternational announces that, completion of the Sale and Purchase Agreement took place on |1 November 2004. Under Rule 26.1 of the
Takeovers Code, Midea International is required to make a mandatory conditional cashoffer for all the issued Shares other than those Shares
already owned by it and parties acting in concert with it. Under Rule 13 of the Takeovers Code, Midea International is also required to. make a
comparable offer for all the outstanding Options. The Offers will be conditional upon Midea International having received valid acceptance in
respect of Shares which, together with Shares owned or agreed to be acquired by Midea International and parties acting in concert with it before and
during the Offers, will result in their holding more than 50% of the voting rights of Hualing.

Hualing announces that Dao Heng Securities Limited has been appointed as the independent financial adviser to the independent board committee
of Hualing which will advise the Shareholders and the Optionholders in respect of the Offers.

Investors are advised to exercise caution in dealing in the Shares as the Offers may or may not become unconditional.

INTRODUCTION

Reference is made to the joint announcement dated 3 November 2004
made by Midea International and Hualing in relation to, among other
things, the Sale and Purchase Agreement and the Offers (the “Joint
Announcement”). Terms used in this announcement shall have the same
meaning as defined in the Joint Announcement unless defined otherwise.

COMPLETION

Midea International announces that, completion of the Sale and Purchase
Agreement took place on 11 November 2004, Immediately following
Completion, Midea International and parties acting in concert with it
become interested in 670,076,808 Shares, representing approximately
42:4% of the entire issued share capital of Hualing as at the date of this
announcement. Under Rule 26.1 of the Takeovers Code, Midea Interna-
tional is required to make a mandatory conditional cash offer for all the
issued Shares other than those Shares already owned by it and parties
acting in concert with it. Under Rule 13 of the Takeovers Code, Midea
International is also required to make a comparable offer for all the
" outstanding Options. The Offers will be conditional upon Midea Interna-
tional having received valid acceptance in respect of Shares which,
together with Shares owned or agreed to be acquired by Midea
International and parties acting in concert with it before and during the
"Offers, will result in their holding more than 50% of the voting rights of
Hualing. In the event the Offers become unconditional, a separate
announcement will be made by Midea International.

DESPATCH OF THE OFFER DOCUMENT

Midea International announces that, in accordance with Rule 8.2 of the
Takeovers Code, it is the intention of Midea International that within 21
days from 3 November 2004, the date of the Joint Announcement {or such

later date as the Executive may approve), Midea International will cause to -

despatch the offer document containing the terms of the Offers (the “Offer
Document”), the form of acceptance and transfer of the Shares and the
form of acceptance of the outstanding Options (collectively, the *“Forms of
Acceptance™) to the Shareholders and the Optionholders. Further details
of the Offers, including among other things, the expected timetable, terms
and conditions of the Offers, and procedures for acceptance will be set out
in the Offer Document and the Forms of Acceptance. '

TIMETABLE

Shareholders and Optionholders are advised that the Offers will be open
for acceptance for 28 days from the date of 'despatch of the Offer
Document. 1If the Offers become or are declared unconditional, they w1I]
remain open for acceptance for not less than 14 days thereafter.

APPOINTMENT OF INDEPENDENT FINANCIAL ADVISER

Hualing wishes to announce that Dao Heng Securities Limited has been
appointed to act as the independent financial adviser to advise the
independent board committee of Hualing which witl advise the Sharehold-
ers and the Optionholders in respect of the Offers.

WARNING

Investors are advised to exercise caution in dealing in the Shares as the
Offers may or may not become unconditional.

DIRECTORS OF HUALING

As at the date of this announcement, the executive directors of Hualing are
Mr. Li Yu Jun, Mr. Chen Xiao Shi, Mr. Liang Wei Wen and Mr. Huang
Wei Hua; the non-executive directors of Hualing are M, Zhany Xin Hua
and Mr. Chen Yu Hang: the independent non-executive directors of
Hualing are Mr. Chan Wai Dune, Mr. Lo Wing Sang, Vincent and Mr.
Lam Ming Yung.

By order of the board of directors of
HUALING HOLDINGS LIMITED

By order of the board of directors of
MIDEA INTERNATIONAL
CORPORATION COMPANY LIMITED
He Xiang Jian
Director

LiYu Jun
Director

Hong Kong, 11 November 2004

The directors of Midea International jointly and severally accept full
responsibility for the accuracy of the information contained in rhis
announcement {other than that in relation to Hualing or its subsidiaries)
and confirm, having made all reasonable enquiries, that to the best of
their knowledge, opinions expressed in this announcement have been
arrived at after dueand careful consideration and there are no other facts
not contained in this announcement (other than that in relation to Hualing
or its subsidiaries) the omission of which would make any statement in
this announcement misleading. '

The directors of Hualing jointly and severally accept full responsibility for
the accuracy of the information contained in this announcement (other
than that in relation to Mideu International or the Sale and Purchase
Agreement) and confirm, having made all reasonable enquiries, that to the
best of their knowledge, opinions expressed in this annbuncement (other
than those of or in relation to Midea (nternational) have heen arvived at
after due and carefiil consideration and there are no other fucts not
contained in this announcement (other than those in relation to Midea
International or the Sale and Purchase Agreement) the vmission of which
would make any statements in this announcement misleadine
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The Stock Exchange of Fliong Kong Limited takes no responsibility for the contents of this announcement, makes no representation
as to its accuracy or coimpleteness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any purt of the contents of this announcement.

%B’\J@lidea

Midea International Corporation Company Limited
(Incorporated in Hong Kong with limited liability)

ANNOUNCEMENT
Mandatory conditional cash offers by

ICEA

A subsidiary of ICBC

on behalf of
Midea International Corporation Company Limited
to acquire all the issued shares in Hualing Holdings Limited
(other than those shares already owned by or agreed to be acquired by
Midea International Corporation Company Limited.
and parties acting in concert with it)
and to cancel all outstanding share options of Hualing Holdings Limited

DESPATCH OF OFFER DOCUMENT

Midea International announces that the offer document containing, among other things, the terms of the Offers and
the letter from 1CEA Capital Limited, together with the form of acceptance and transfer of the Shares in relation to
the Share Offer and the form of acceptance and cancellation of the outstanding Options in relation to the Option
Offer, will be despatched to the Shareholders and the Optionholders on 17 November 2004. The Offers will become
open on 17 November 2004, and close at 4:00 p.m. on 15 December-2004, being 28 days following the despatch of
the Offer Document,

Investors arc advised to exercise caution in dealing in the Shares as the Offers may or may not become
"unconditional.

Reference is made to the joint announcement datéd 3 November 2004 made by Midea International and Hualing in
relation to, among other things, the Sale and Purchase Agreement and the Offers (the “Joint Announcement™) and the
joint announcement dated 11 November 2004 made by Midea International and Hualing in relation to the corapletion of
the Sale and Purchase Agreement. Terms used in this announcement shall have the same meaning as defined in the Joint
Announcement unless defined otherwise.

DESPATCH OF THE OFFER DOCUMENT

Midea International announces that the offer document containing, among other things, the terms of the Offers and the
letter from ICEA Capital Limited (the “Offer Document”), together with the form of acceptance and transfer of the
Shares in relation to the Share Offer and the form of acceptance and cancellation of the outstanding Options in relation to
the Option Offer, will be despatched to the Shareholders and the Optionholders on 17 November 2004. Shareholders and
Optionholders are encouraged to read the Offer Document and the offeree document to be issued by Hualing in relation to
the Offers before deciding whether to accept the Offers.

The Offers will become.open on |7 November 2004, and close at 4:00 p.m. on 15 December 2004, being 28 days
following the despatch of the Offer Document (the “First Closing Date™). Midea International does not intend to revise or
extend the Offers, unless required pursuant to the Takeovers Code. Midea International will issue an announcement on the
“website of the Stock Exchange by 7:00 p.m. on the First Closing Date as to whether the Offers have lapsed or been
revised, or if the Offers have by that time become or are declared unconditional, to state the next closing date of the
Offers. Such announcement will be republished in one English newspaper and one Chinese newspaper on the date
immediately following the First Closing Date. In accordance with the Takeovers Code, where the Offers become or are
declared unconditional, they should remain open for acceptance for not less than 14 days thereafter.

WARNING

Investors are advised to exercise caution in dealing in the Shares as the Offers may or may not become
unconditional,

. By order of the board of directors of
MIDEA INTERNATIONAL CORPORATION COMPANY LIMITED
He Xiang Jian
Director
Hong Kong, 16 November 2004

The directors of Midea International jointly and severally accept full responsibility for the accuracy of the information contained in
this unnouncement and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in
this announcement have been arrived at after due and careful consideration and there are no other facts not comained in this
announcement, the omission of which would make any statement in this announcement mislteading.
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HUALING HOLDINGS LIMITED
ZXREERD T

(Incorporated in Hong Kong with limited liability)
(Stock Code: 382)

CHANGE OF REGISTERED OFFICE

The board of directors (“Directors”) of Hualing Holdings Limited
(the “Company”) announces that the registered office of the
Company will be changed to Room 4108-10, 41st Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong with effect
from 26 November '7004

By Order of the Board
Wong Hon Sum
Company Secretary

Hong Kbng, 25th November, 2004

As at the date thereof, the executive directors of the Company are
Mr. Li Yu Jun, Mr. Chen Xivo Shi, Mr. Liang Wei Wen, Mr. Huang
Wei Hua, Mr: Fung Hongbo, M. Liu Liang and My Zhang Quan;

the non-executive directors of the Company are Mr. Zhang Xin
Hua, Mr. Chen Yu Hang, Mr. Li Jianwei and Ms: Yuan Liqun; the
independent non-executive directors of the Company are Mr. Chan
Wai Dune,'Mr. Lo Wing Sang Vincent and Mr. Lam Ming Yung.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes
no representation as 1o its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the wholz or any part of the contents of this announcement.

HUALING HOLDINGS LIMITED
EZEBEBRAA

(the “Company”)
(Incorporated in Hong Kong with limited liability) -
(Stock Code : 382)

DELAY IN DESPATCH OF OFFEREE DOCUMENT

Since additional time is required for the Company and its auditors and independent financial adviser
to compile certain sections relating to financial information for inclusion in and in connection with
the Offeree Document, the Offeree Document will not be despatched by 1 December 2004, the tatest
date for despatch in accordance with Rule 8.4 of the Takeovers Code. The Company has applied to the
SFC to extend the latest date for despatch of the Offeree Document by 7 days from the original time
limit of | December 2004. The Offeree Document will be despatched on or before 8 December 2004,
The Offeror has also agreed to extend the first closing date of the Offers, being 15 December 2004,
by the number of business days in respect of which the posting of the Offeree Document is delayed.

Reference is made to the joint announcement dated 3 November 2004 made by Midea International and
the Company in relation to, among other things, the Offers (the “Joint Announcement”) and the
announcement dated 17 November 2004 made by Midea International in relation to the despatch of the
offer document (the “Offer Document”). Terms used in this announcement shall have the same meaning
as defined in the Joint Announcement unless defined otherwise.

In compliance with Rule 8.4 of the Takeovers Code, the Company should despatch the offeree board
circular in response to the Offer Document (“Offeree Document”) to the shareholders of the Company
within 14 days of the posting of the Offer Document, with the latest date for despatch being 1 December
2004. However, as additional time is required for the Company and its auditors and independent financial
adviser to compile certain sections relating to financial information for inclusion in and in connection
with the Offeree Document, the Offeree Document will not be despatched by | December 2004. The
Company has applied to the SFC for-its consent to an extension of the latest time for the despatch of the
Offeree Document for 7 days, i.e. 8 December 2004. The Offeror has also agreed to extend the first
closing date of the Offers i.e. a period of at least 28 days following the date on which the Offer Document
is posted, being 15 December 2004, by the number of business days in respect of which the posting of the
Offeree Document is delayed.

The Offeree Document will be despatched to the shareholders of the Company on or before'8 December
2004. A further announcement will be issued by the Company when the Offeree Document has been
despatched.

By order of the Board
Hualing-Holdings Limited
Wong Hon Sum’
Company Secretary

Hong Kong, 1 December 2004

As at the date thereof, the executive Directors of the Company are Mr. Fang Hongbo, Mr. Liu Liang, Mr. Zhang
Quan, Mr. Li Yu Jun, Mr. Chen Xiao Shi, Mr. Liang Wei Wen and Mr, Huang Wei Hua, the non-executive Directors
of the Company are Mr. Li Jianwei, Ms. Yuan Liqun, Mr. Zhang Xin Hua and Mr. Chen Yu Hang; the independent
non-executive Dzrectors ofzhe Company are Mr. Ch(m Wai Dune, Mr. Lo Wing Sang, Vincent and Mr. Lam Ming
Yung. .

" The Directors of the Company jointly and severaily accept full responsibility for the accuracy of the information .
contained in this announcement and confirm, having made all reasonable enquiries, that to the best of their
knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and
there are no other facts not contained in this announcement, the omission of whlch would make any statement in
this announcement misleading.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement,
makes no representation as to its accuracy or completeness and expressly disclaims any liabiliry
whatsoever for any loss howsoever arising fron or in reliance upon the whole or any part of the contents
of this announcement.

HUALING HOLDINGS LIMITED
EZEEERDF

(Incorporated in Hong Kong with limited liability)
(Stock Code : 382)
RESPONSIBILITY IN RESPECT OF
OFFEREE DOCUMENT AND JOINT ANNOUNCEMENT
Each of Mr. Li Yu Jun and Mr. Huang Wei Hua, two of the Directors, has confirmed that he

accepted responﬁxblhty in respect of the Offeree Document and the Jonnt announcement dated 8
December 2004,

The board of directors of Hualing Holdings Limited (the “Company™) refers to the response document
dated 8 December 2004 (the “Offeree: Document™) issued by the Company in connection with the
mandatory conditional cash offers made on behalf of Midea International Corporation Company Limited
(“Midea International™) to acquire all the issued shares of the Company (other than those shares already
owned by or agreed to be acquired by Midea International and parties. dcting in concert with it) and to
cancel all outstanding share options of the Company (the “Offers”), and the announcement dated 8
. December 2004 jointly made by the Company and Midea International in rejation to the despatch of the
Offeree Document and the extension of the first closing date of the Offers (the “Joint Announcement™).
Terms used in this announcement shall have the same meamng as in the Offeree Document unless
defined otherwise.

It was stated in the Offeree Document that the Directors (other than Mr Li Yu Jun'and Mr. Huang Wei
Hua) jointly and severally accepted full responsibility for the accuracy of the information contained in the -
Offeree Document (other than that relating to Midea International and parties acting in concert with it
and that relating to the Sale and Purchase A},reement) and confirmed, having made all reasonable
enquiries, that to the best of their knowledge, opinions expressed in the' Offeree Document (other than
those of or in relation to Midea International and parties acting in concert with it and those relating to the
Sale and Purchase Agreement) had been arrived at after due and careful consideration and there were no
other facts not.contained therein, the omission of which would make any statement contained therein
(other than that relating to Midea International and parties acting in concert with it and that relating to the
Sale and Purchase Agreement) misleading. It was also stated in the Offeree’Document that the
-information contained therein relating to Midea International and parties acting in concert with it and
- their intention with respect to the' Group and information contained:therein relating to the Sale and
- Purchase Agreement had been extracted from the Offer Document, and that the Directors (other than Mr.
“LiYu Jun and Mr. Huang Wei Hua) accepted responsibility for the ¢orrectness and fairness of the
reproducnon or preqcmatlon of such mformanon but accepted no further responsxblhty in respect of such
rinformation. - | SV i
I the Joint Announcement it was stated that the Dnectors (other than Mr Li Yu Jun and Mr.-Huang Wei
- Hua as the Company could nof obtain their respcctlve agreement to accept responsibility for the Joint
N ‘Announcemcnt) jointly and severally accepted full rcsponsnblhty ‘for the accuracy of the information
O ".contained in the Joint Announcementi(other than that in-relation’to Midea Intematlonal) and confirmed,
having made all.reasonable.inquiries, that to the best of their knowledge the opinions expressed in the
: Joint Announcement had been arrived at after due'and careful consideration and there were no other facts
not contained in'the Joint Announcement (other than that in relation to Midea lmematlonal) the omission
of which would make any statement in the Joint Announcement mlsleadmg

Each of Mr. Li Yu'Jan‘and Mr. Huang Wei Hua has confirmed that; having considered the contents ofthe
Offeree Document and the Joint Announcement, he accepted responsibility in respect of the Offeree
Document and the-Joint Announcement on the same terms as the other Directors accepted responsibility
for those documents, Mr. Li, Yu. Jun and Mr, Huang Wel Hua apo]oglze for delays in confirming their
acceptance of responsnblhty for those documents

By Order of the Board
. Hualing Holdings Limited
Wong Hon Sum
S ‘ Company Secretary
‘Hong Kong, 16 December 2004 -
As at the date of this anrouncement, the executive D:rectors are Mr. Fang Hongho, Mr. Liu Liang, Mr.
Zhang Quan, Mr Li Yu Jun, Mr. Chen Xiao Shi, Mr. Liang Wei Wen and Mr. Huang Wei Hua, the non-
executive Directors are Mr. Li Jianwei, Ms. Yuan Liqun, Mr. Zhang Xin: Hua and Mr. Chen Yu Hang; thé
. independent non-executive D/reclors are Mr. Chan Wai Dune, Mr Lo an Sang. Vmcem and Mr. Lam
‘Ming Yung. : : .

- The Directors jointly and severally accept full responstbllzry for the acczuacy of the information
¢ontained in this announcement and canﬁ; m, having made all reasonable inguiries, that to the best of
théir knowledge, the opinions expressed in this announceément have been arrived at after due and careful
consideration and there are no otherfacts not contained in this announcement the omission of which
would make any statement in thas announcement nusleadzng
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this anncuncement, makes no

representation as to i1s accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever

arising from or'in reliance upon the whole or any part of the contents of this announcement.

o - E=m (UMidea
Midea International Corporation Company Limited

(Incorporated in Hong Kong with limited liability)

ANNOUNCEMENT
Mandatory conditional cash offers by

ICEA

A subsidiary of ICBC
. on behalf of
Midea Intérnational Corporation Company Limited
to acquire all the issued shares in Hualing Holdings Limited
(other than those shares already owned by or agreed to be acquired by
Midea International Corporation Company Limited
and parties acting in concert with it)
and te cancel all outstanding share options of Hualing Holdings Limited

CLOSURE AND RESULTS OF THE OFFERS

Midea International announces that, the Offers closed at 4:00 p.m. on 22 December 2004 and valid acceptances in respect
of 78,744,000 Shares, representing approximately 5.0% of the issued share capital of Hualing as at the date of this
announcement, were received under the Share Offer and valid acceptance in respect of 800,000 Type 1 Options, nil Type 11
Options and nil Type III Options were received under the Option Offer by Midea International as the offeror of the Offers.

As the Shares tendered for acceptance under the Share Offer by 4:00 p.m. on 22 December 2004, together with the Shares
already owned or agreed to be acquired by Midea International and parties acting in concert with it before and during the
Offers, amounted to only approxm)ately 47.2% of the total issued share capital of Hualing and were not more than 50% of
the Shares carrying voting rights of Hualing as at the date of this announcement, the Offers did not become unconditional
and accordingly have lapsed at 4:00 p.m. on 22 December 2004.

Reference is made to the offer dacument dated 17 November 2004 issued by Midea International in connection with the Offers
(the “Offer Document™) and the joint announcement dated 8 December 2004 made by Midea International and Hualing in
relation to, among other things, the extension of the first closing date of the Offers. Terms used in this announcement shall have
the same meaning as defined in the Offer Document unless defined otherwise.

At 4:00 p.m. on 22 December 2004, valid acceptances of the ‘Share Offers in respect of 78,744,000 Shares, representing
approximately 5.0% of the issued share capital of Hualing as at the date of this announcement, were reccived under the Share
Offer and valid acceptance in respect of 800,000 Type 1 Options, nil Type Il Options and nil Type 11 Options were received
under the Option Offer by Midea International as the offeror of the Offers. Subsequent to the date of dispatch of the Offer
Document, Midea International was advised by Hualing that an aggregate of 6,000,000 new Shares have been allotted and
issued to certain Optionholders as a result of the exercise of the subscription rights attdchmg to 4,000,000 Type Il Options and
2,000,000 Type 111 Options held by them and as a result, as of the date of this announcement, there were 1,588,036,408 Shares
in issue. Midea International and parties acting in concert with it own 670,076,808 Shares which were acquired pursuant to the
completion of the Sales and Purchase Agreement prior to the commencement of the Offers, representing approximately 42.2%
of the total issued share capital of the Company as at the date of this announcement. Save for the Shares acquired pursuant to
the Sales and Purchase Agreement prior to the commencement of the Offers and the Shares and Options tendered for acceptance
of the. Offers as mentioned above, Midea International and parties acting in concert with it had no other interest in or options or
rl&hts
Shares or optlons or nghts to ‘acquire any Shaxes up to 4 00 p.m. on 22 December 2004.

As the Sharés tendered for acceptance under the Share Offer by 4:00 p.m. on 22 December 2004 together with the Shares
already owned or agreed to be acquired by Midea International and parties acting in concert with it before and during the
Offers, amounted to only approximately 47.2% of the total issued share capital of Hualing and were not more than 50% of the
Shares carrying voting rights of the Company as at the date of this announcement, the Offers did not become unconditional and
accordingly have lapsed at 4:00 p.m. on 22 December 2004,

Share certificates and Option certificates (if any) tendered for acceptance under the Offers will be returned to the relevant
Shareholders and Optionholders who have accepted the Offers respectively by ordinary post as soon as possible but in any event
within ten days of the date of this announcement.

By Order of the board of
MIDEA INTERNATIONAL CORPORATION COMPANY LIMITED
© Li Jianwei
Director
Hong Kong, 22 December 2004

The directors of Midea International jointly and severally accept full responsibility for the accuracy of the informacion

contained in this announcement and confirm, having made all reasonable enquiries, that 1o the best of their knowledge,

opinions expressed in this announcement have been arrived at after due and careful condideration and there are no other facts
not contained in this announcement, the omission of which would make any statemeni{’in this announcement misleading.-

cquxre any Shares bcfore the comm:.nccmem of; the Offers and, have not acquired, agreed to acqu:re or deait many. .
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The Stock Exchange of Hong Kong Limited takes no res onszblllfvfw the contents of this announcement, makes no
representation as 1o iis uccuracy or completeness and expressh v disclaims any liability whatsoever for any loss
howsoever arising, ﬁom or in reliance upon the whole or any part of the contents of this announcement.

HUALING HOLDINGS LIMITED
EXEEERRLA

(the “Conipany”)
(Incorporated in Hong Kong with limited liability)
(Stock Code : 382)

ANNOUNCEMENT ON CHANGE OF DIRECTORS

Mr. Li Yu Jun and Mr. Huang Wei Hua resigned as executive Directors and Mr. Lo Wing Sang, Vincent
resigned as an independent non-executive Director with effect from 5:00 p.m. on 22 December 2004. Ms.
Chen Chunhua was appointed as an independent non-executive Director with effect from 22 December 2004.

Further, with effect from 22 December 2004, Mr. Fang Hougbo, an executive Director, was appointed as the
Chairman of the Company in replacement of Mr. Li Yu Jun.

Resignation of Directors

The board of directors (“Directors”) of Hualing Holdings Limited (the “Company) announce that each of Mr. Li
Yu Jun and Mr. Huang Wei Hua resigned as an executive Director due to the recent change in controlling interest of
the Company, and Mr. Lo Wing Sang, Vincent resigned as an independent non-executive Director for personal
reasons. All the resignations took effect from 5:00 p.m. on 22 December 2004. Each of Mr. Li Yu Jun, Mr. Huang
Wei Hua and Mr. Lo Wing Sang, Vincent has confirmed that there are no matters in relation to his resignation that
need to be brought to the attention of the shareholders of the Company.

The Company would like to take this opportunity to express their appreciation to Mr. Li, Mr. Huang and Mr. Lo for
their valuable contribution to the Company in the past years.

Appointment of new Director

- The Directors are pleased to further announce that Ms. Chen Chunhua was appomted as an independent non-
executive Director with cffect from 22 December 2004.

The biographical details of Ms. Chen are set out below:

Ms. Chen Chunhua, age 40, joined the Company on 22 December 2004 as an independent non-executive Director.
- Ms. Chen has obtained a professional doctorate in enterprise management from Nanjing University. She had been a
professor and a tutor of doctoral students in College of Business Administration of South China University of
Technology, a visiting researcher of Peking University, a visiting professor of Executive Program of Master of
Business and Administration of The National University of Singapore, Australian National University and Nanjing
University. The scientific research area of Ms. Chen is enterprise management and she specializes in enterprise
organization and oper: atlonal management. Ms. Chen is currently a president and a director of Shandong Liuhe

Company Limited (111 % 75 1 42 [ 7 [ 2% & ) and ari independent director of Zhuzhou Qianjin Pharmaceutical

Co., Ltd (¥ # T & 8 3 0% {75 FR 2% %1 ), with considerable experience in enterprise operational management.

There is no service contract entered into between the Company and Ms. Chen. Ms. Chen is not connected with any
directors, senior management, substantial or controlling shareholders of the Company and does not have any direct
or indirect interests in the shares of the Company within the meaning of Part XV of the Securities and Futures
Ordinance. The director’s fee payable to Ms. Chen will be proposed and subject to shareholders’ approval at
general meetings, and any other remuneration payable to her will be determined by the board of Directors from
time to time by reference to her duties and responsibilities.

The Company would like to take this opportunity to welcome Ms. Chen for joining the Company as an
independent non-executive Director.

~ Election of Chairman

The Directors are also pleased to announce that, with effect from 22 December 2004, Mr. Fang Hongbo, an
executive Director, was appointed as the Chairman of the Company in replacement of Mr. Li Yu Jun.

By order of the board of Directors
Wong Hon Sum
. Company Secretary
Hong Kong, 22 December 2004 -

As at 5:00 p.n. on the date thereof. the executive Directors are Mr. Fang Hongbo, Mr. Liu Liang, Mr. Zhang Quan,
Mr. Chen Xiao Shi and Mr. Liang Wei Wen, the non-executive Directors are Mr. Li Jianwei, Ms. Yuan Liqun, Mr.
Zhang Xin Hua and Mr. Chen Yu Hang; and the independent non-executive Directors are Mr. Chan Wai Dune, Mr.
Lam Ming Yung and Ms. Chen Chunhua,




THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this Offer Document or as to the action to be taken, you
should consult a licensed securities dealer, bank manager, solicitor, professional accountant or other
professional adviser.

If you have sold or otherwise transferred all your shares in Hualing Holdings Limited, you should at
once hand this Offer Document and the accompanying forms of acceptance to the purchaser(s) or
transferee(s) or to the bank, licensed securities dealer or other agent through whom the sale or transfer
was effected for transmission to the purchaser(s) or transferee(s). This Offer Document should be read in
conjunction with the forms of acceptance, the contents of which form part of the terms of the Offers
contained therein.

The Stock Exchange of Hong Kong Limited and the Securities and Futures Commission of Hong Kong
take no responsibility for the contents of this Offer Document, make no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this Offer Document.

%B’\J@idea

Midea International Corporation Company Limited
(Incorporated in Hong Kong with limited liability)

Mandatory conditional cash offers by

ICEA

A subsidiary of ICBC
on behalf of
Midea International Corporation Company Limited
to acquire all the issued shares in Hualing Holdings Limited
(other than those shares already owned by or agreed to be acquired by
Midea International Corporation Company Limited
and parties acting in concert with it)

and to cancel all outstanding share options of Hualing Holdings Limited

Financial Adviser to Midea International Corporation Company Limited

ICEA

A subsidiary of ICBC

A letter from ICEA Capital Limited containing, among other things, the details of the terms of the
Offers, is set out on pages 5 to 12 of this Offer Document.

The procedures for acceptance and settlement of the Offers are set out on pages 13 to 19 in
Appendix I to this Offer Document and in the accompanying forms of acceptance. Acceptances of
the Offers should be received by no later than 4:00 p.m. on Wednesday 15 December 2004 or if the
Offers become unconditional or are declared, 14 days after the Offers become unconditional or are
declared, or such later time and/or date as Midea International Corporation Company Limited
may determine and announce in accordance with the Takeovers Code.

17 November 2004
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EXPECTED TIMETABLE

Offers commence ............. ..., Wednesday, 17 November, 2004
Expected latest date for posting the Offeree Document ........ Wednesday, 1 December, 2004

Latest time for acceptance of the Offers on
the First Closing Date (Note 1) ............. 4:00 p.m. on Wednesday, 15 December, 2004

First Closing Date (Note 1) ....... .. ... .. Wednesday, 15 December, 2004

Announcement of the results of the Offers
as at the First Closing Date to be published
in the newspapers (Note 1) ........ .. ... .. . ... Thursday, 16 December, 2004

Latest date for despatch of remittances for the amounts due
in respect of valid acceptance received by the First Closing Date
under the Offers, assuming the Offers become, or :
are declared unconditional on such date (Note 2) ............ Saturday 25 December, 2004

Latest time by which the Offers can be declared
unconditional as to acceptance (Note 3) .............. Midnight, Sunday, 16 January, 2005

Notes:

1. Under the Takeovers Code, where the offeree board circular is posted after the date on which the offer
document is posted, the offer must be open for acceptance for at least 28 days following the date on which the
offer document is posted. Accordingly, the Offers will remain open for acceptance until 4:00 p.m. on 15
December 2004. Midea International reserves the right to extend the Offers until such date as it may
determine in accordance with the Takeovers Code. Midea International will issue an announcement on the
website of the Stock Exchange by 7:00 p.m. on the First Closing Date in relation to whether the Offers have
expired, or have been revised or extended, which announcement will state either the next closing date or that
the Offers will remain open until further notice. Such announcement will be republished in newspapers on the
next business day thereafter. If Midea International extends the Offers as required pursuant to the Takeovers
Code and no closing date is specified in the relevant announcement, at least 14 days’ notice in writing will be
given, before the Offers are closed, to the Shareholders and Optionholders who have not accepted the Offers.
In the event that the Offers become or are declared unconditional on or before 4:00 p.m. on 15 December
2004, the Offers will remain open for acceptance until the later of 15 December 2004 and 14 days from the
date when the Offers become or are declared unconditional.

2. Cheques:in respect of the consideration payable for the Shares and the Options tendered under the Offers will
be posted to the relevant Shareholders and Optionholders by ordinary post at their own risk as soon as
possible but in any event within 10 days of the later of the date of receipt of all the relevant documents to
render the relevant acceptances under the Offers complete and valid, and the date when the Offers become or
are declared unconditional.

3. In accordance with the Takeovers Code, the Offers shall not be capable of becoming or being declared
unconditional after the midnight on 16 January 2005 unless extended with the consent of the Executive.

4. All time references contained in this Offer Document refer to Hong Kong time.
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DEFINITIONS

In this Offer Document, unless the context otherwise requires, the following expressions

have the following meanings:

“Announcement”

“associates”

“CCASS”

“Closing Date”

“Companies Ordinance”

*Completion”

“Executive”

“Forms of Acceptance”

“ICEA”

“Hong Kong”

the joint announcement dated 3 November 2004 made by
Midea International and Hualing in relation to the Sale
and Purchase Agreement and the Offers

has the meaning ascribed thereto in the Listing Rules

the Central Clearing and Settlement System established
and operated by Hong Kong Securities Clearing Company
Limited

the later of 15 December 2004, the First Closing Date,
and if the Offers become or are declared unconditional,
14 days from the date after the Offers become or are
declared unconditional

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong)

completion of the Sale and Purchase Agreement in
accordance with its terms, which took place on 11
November 2004

the Executive Director of the Corporate Finance Division
of the SFC or any of his delegates

the accompanying WHITE form of acceptance and
transfer of the Shares in respect of the Share Offer and
the accompanying YELLOW form of acceptance and
cancellation of the outstanding Options in respect of the
Option Offer

ICEA Capital Limited, a licensed corporation licensed to
carry on regulated activities types 1, 4, 6 and 9 of
regulated activities under the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong)
which are dealing of securities, advising on securities,
corporate finance and asset management

the Hong Kong Special Administrative Region of the
PRC
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“Hualing”

“Hualing Group”

“Latest Practicable Date™

“Listing Rules”

“Midea International”

“Offers”
“Offer Document”

“Offeree Document

“Option(s)”

“Optionholder(s)”

“Option Offer”

“PRC”

“Registrar”

Hualing Holdings Limited, a company incorporated in
Hong Kong with limited liability, the issued shares of
which are listed on the main board of the Stock
Exchange

Hualing and its subsidiaries

15 November 2004, being the latest practicable date prior
to the printing of this Offer Document for the purpose of
ascertaining certain information for inclusion in this
Offer Document

The Rules Governing the Listing of Securities on the
Stock Exchange

Midea International Corporation Company Limited, a
company incorporated in Hong Kong with limited liability

the Share Offer and the Option Offer

this document despatched by Midea International setting
out the details of the Offers and the procedures for
acceptance of the Offers

the response document in respect of the Offers to be
issued by Hualing to the Shareholders and Optionholders
in accordance with the Takeovers Code

the Type I Options, Type II Options and Type 111 Options

holder(s) of the Type I Options, Type II Options and Type
III Options

the mandatory conditional cash offer to cancel all
outstanding Options not already owned by Midea
International and parties acting in concert with it made
by ICEA on behalf of Midea International in accordance
with the Takeovers Code

the People’s Republic of China and for the sole purpose
of this Offer Document shall exclude Hong Kong, the
Macau Special Administrative Region of the PRC and
Taiwan

Computershare Hong Kong Investor Services Limited,
the Hong Kong branch share registrar of Hualing at
Shops 1712-1726, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong




DEFINITIONS

“Relevant Period”

“Sale and Purchase Agreement”

“Sale Shares”

(13 SFC”
“Share(s)”
“Shareholder(s)”

“Share Offer”

“Stock Exchange”
“Takeovers Code”

“Type I Options”™

“Type 11 Options”

the period beginning six calendar months immediately
preceding 3 November 2004, the date of the
Announcement up to and including the Latest Practicable
Date

the conditional sale and purchase agreement dated 31
October 2004 and entered into between Midea
International and the Vendor in relation to the sale by the
Vendor and the purchase by Midea International of the
Sale Shares

670,076,808 Shares acquired by Midea International
pursuant to the Sale and Purchase Agreement

the Securities and Futures Commission of Hong Kong
share(s) of HK$0.10 each in the share capital of Hualing
holder(s) of the Shares

the mandatory conditional cash offer to acquire all the
issued Shares not already owned or agreed to be acquired
by Midea International or parties acting in concert with
it at HK$0.35 per Share made by ICEA on behalf of
Midea International in accordance with the Takeovers
Code

The Stock Exchange of Hong Kong Limited
The Hong Kong Code on Takeovers and Mergers

options which were granted to the directors and employees
of Hualing pursuant to the share option scheme of
Hualing adopted on 26 November 1993 and terminated
on 27 June 2003 and remain outstanding as at the Latest
Practicable Date, entitling the holders thereof to subscribe
for new Shares at an exercise price of HK$0.93 per Share

options which were granted to the directors and employees
of Hualing pursuant to the share option scheme of
Hualing adopted on 26 November 1993 and terminated
on 27 June 2003 and remain outstanding as at the Latest
Practicable Date, entitling the holders thereof to subscribe
for new Shares at an exercise price of HK$0.244 per
Share




DEFINITIONS

“Type 111 Options’

“Vendor”

“HKS”

“%”

£l

options which were granted to the directors and employees
of Hualing pursuant to the share option scheme of
Hualing adopted on 26 November 1993 and terminated
on 27 June 2003 and remain outstanding as at the Latest
Practicable Date, entitling the holders thereof to subscribe
for new Shares at an exercise price of HK$0.211 per
Share

Able Profit Investment Limited, a company incorporated
in the British Virgin Islands with limited liability

Hong Kong dollars, the lawful currency of Hong Kong

per cent.
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ICEATBRRE

‘ - ICEA Capital Limited ITHRTSHERRLE)
A subsidiory of ICBC # B I % 2 & B A A 42nd Floorﬂcrdine House, EETHESRS R
1 Connought Place, Central, Hong Kong 16 FIALI4212
Tel.: {852} 2115 8888 42 . (852) 2115 8888
Fax: (852} 2115 8602 M7 : (852) 2115 8602

17 November 2004
To the Shareholders and the Optionholders
Dear sir or madam,

Mandatory conditional cash offers by
ICEA Capital Limited
on behalf of
Midea International Corporation Company Limited
to acquire all the issued shares in Hualing Holdings Limited
(other than those shares already owned by or agreed to be acquired by

Midea International Corporation Company Limited

and parties acting in cencert with it)

and to cancel all outstanding share options of Hualing Holdings Limited

INTRODUCTION

On 3 November 2004, Midea International announced that on 31 October 2004, Midea
International entered into the Sale and Purchase Agreement with the Vendor, pursuant to which
Midea International agreed to purchase and the Vendor agreed to sell and procure to sell
670,076,808 Shares for a cash consideration of approximately HK$234.5 million (equivalent to
HK$0.35 per Share). Completion took place on 11 November 2004. The Sale Shares represent
approximately 42.4% of the entire issued share capital of Hualing as at the date of Completion.
Immediately following Completion, Midea International and parties acting in concert with it
own in aggregate 670,076,808 Shares, representing approximately 42.4% of the entire issued
share capital of Hualing as at the Latest Practicable Date and are required under Rule 26.1 and
Rule 13 of the Takeovers Code to make mandatory conditional cash offers for all the 1ssued
Shares not already owned or agreed to be acquired by Midea International and parties acting in
concert with it and all the outstanding Options respectively.

This letter, together with Appendix I to this Offer Document and the Forms of Acceptance,
set out, among other things, the terms and other details of the Offers, information on Midea
International and its intention regarding the future of Hualing Group.

Pursuant to the Takeovers Code, the Offeree Document is expected to be sent to the
Shareholders and the Optionholders within 14 days from the date of this Offer Document. The
Offeree Document is expected to contain a letter from the independent board committee of
Hualing established to advise the Shareholders and the Optionholders and a letter of advice
from Dao Heng Securities Limited which advises the independent board committee of Hualing
in respect of the Offers. You are urged to wait for the receipt of the Offeree Document and
carefully read its contents before deciding whether or not to accept the Offers.
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THE OFFERS

ICEA, on behalf of Midea International, makes the Share Offer to acquire all the issued
Shares (other than those already owned by Midea International and/or parties acting in concert
with it) and to cancel all the outstanding Options on the following basis:

The Share Offer

Foreach Share ... ... .. . . . HK$90.35 in cash

The Option Offer

For each outstanding Type L Option . ... .. i, HKS$0.01 in cash
For each outstanding Type I Option .. ......... ... o it HKS$0.106 in cash
For each outstanding Type Hl1 Option . ........ ... ... .. .. ... ..... HK$0.139 in cash

Midea International is required under the Takeovers Code to make a comparable offer for
all the outstanding Options as part of the Offers. Midea International offers to pay the
Optionholders in cash on the basis set out above in respect of every Option in consideration of
the surrender by the Optionholders of such Options to Hualing for cancellation. The
Optionholders have not given any undertaking to accept or not to accept the Option Offer.

Save for any steps required to be taken by Midea International to ensure that not less than
25% of the issued share capital of Hualing will be held by the public and the charge over the
Shares acquired or to be acquired by Midea International pursuant to the Sale and Purchase
Agreement and the Share Offer as a security for the facility granted by ICEA Financial
Services Limited, an associate of ICEA, to Midea International for financing the Offers, the
Shares acquired by Midea International pursuant to the Share Offer will not be transferred to
any other parties and there is no agreement, arrangement or understanding for such transfer.
Any outstanding Options in respect of which complete and valid acceptances of the Option
Offer have been received from the Optionholders will be cancelled.

Comparison of vajue

The offer price of HK$0.35 per Share for the Share Offer is the same as the price agreed
to be paid by Midea International to the Vendor for each Sale Share under the Sale and
Purchase Agreement and represents:

(a) a discount of approximately 13.6% to the closing price of HK$0.405 per Share as
quoted on the Stock Exchange on 29 October 2004, being the last complete trading
day prior to the suspension of the trading in the Shares at 9:36 a.m. on 1 November
2004 pending the issue of the Announcement;

(b) a discount of approximately 8.5% to the average closing price of approximately
HKS$0.3825 per Share as quoted on the Stock Exchange for the last 10 consecutive
complete trading days prior to the suspension of the trading in the Shares at 9:36
a.m. on 1 November 2004 pending the issue of the Announcement;

{c) a premium of approximately 43.4% to the unaudited consolidated net asset value per
Share of approximately HK$0.244 as at 30 June 2004 based on Hualing’s 2004
interim report for the six months ended 30 June 2004;
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(d) a discount of approximately 11.1% to the average closing price of approximately
HK$0.3935 per Share as quoted on the Stock Exchange for the last 10 consecutive
trading days up to and including the Latest Practicable Date; and

(e) a discount of approximately 10.3% to the closing price of HK$0.39 per Share as
quoted on the Stock Exchange on the Latest Practicable Date.

Condition of the Offers

The Offers will be conditional upon Midea International having received valid acceptances
in respect of Shares pursuant to the Share Offer which, together with Shares owned or agreed
to be acquired by Midea International and parties acting in concert with it before and during
the Offers, will result in their holding more than 50% of the voting rights of Hualing. If there
are no sufficient valid acceptances in respect of Shares received by Midea International
rendering the Share Offer to become unconditional by 4:00 p.m. on 15 December 2004 which is
28 days after posting of this Offer Document, the Offers are expected to lapse. In the event the
Offers become or are declared unconditional or lapse, a separate announcement will be made
by Midea International.

Total consideration

As at the Latest Practicable Date, Hualing had 1,582,036,408 Shares in issue and
outstanding Options comprising 800,000 Type 1 Options entitling the Optionholders to
subscribe for an aggregate of 800,000 Shares at an exercise price of HK$0.930 per Share,
4,000,000 Type 1I Options entitling the Optionholders to subscribe for an aggregate of
4,000,000 Shares at an exercise price of HK$0.244 per Share and 2,160,000 Type 111 Options
entitling the Optionholders to subscribe for an aggregate of 2,160,000 Shares at an exercise
price of HK$0.211 per Share. Accordingly, apart from the Sale Shares,

(i) 911,959,600 Shares (assuming the Options granted have not been exercised prior to
the close of the Offers) will be subject to the Share Offer, and 6,960,000 outstanding
Options (if not exercised) will be subject to the Option Offer; or

(1i) 918,919,600 Shares (assuming 6,960,000 outstanding Options have been fully
exercised prior to the close of the Offers) will be subject to the Share Offer.

Save for the outstanding Options disclosed above, there are no outstanding warrants,
options or securities convertible into Shares as at the Latest Practicable Date.

Assuming that there will be no change in the issued share capital of Hualing as a result of
the exercise of the Options or otherwise subsequently, at a price of HK$0.35 per Share, the
entire issued share capital of Hualing is valued at approximately HK$553.7 million under the
Share Offer and all the Shares subject to the Share Offer are valued at approximately HK$319.2
million. Assuming that all the 800,000 outstanding Type | Options at a price of HK$0.01 per
Option, all the 4,000,000 Type 1T Options at a price of HK$0.106 per Option and all the
2,160,000 Type 111 Options at a price of HK$0.139 per Option are tendered, the consideration
payable by Midea International under the Option Offer is approximately HK$732,000.
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Assuming that all the 6,960,000 outstanding Options are fully exercised subsequent to the
Latest Practicable Date, there will be 1,588,996,408 Shares in issue and the entire issued share
capital of Hualing is valued at approximately HK$556.1 million under the Share Offer, and all
the Shares subject to the Share Offer are valued at approximately HK$321.6 million.

Financial resources

ICEA, as the financial adviser to Midea International, is satisfied that there are sufficient
financial resources available to Midea International to meet its obligation in case of a full
acceptance of the Offers. Midea International finances the Offers from its internal resources
and by an irrevocable facility granted by ICEA Financial Services Limited, an associate of
ICEA. The repayment of any amount due under such facility will not depend on the business of
Hualing.

Effect of accepting the Offers

By accepting the Share Offer and upon the Share Offer becomes unconditional,
Shareholders will sell their Shares to Midea International free from all liens, claims and
encumbrances and with all rights attached to them, including the rights to receive all dividends
and distribution declared, made or paid at or after the date on which the Offers are made, i.e.
the date of posting of this Offer Document. By accepting the Option Offer, the Optionholders
will surrender and give up the subscription rights attaching to the relevant Options, which will
be cancelled by Hualing.

Settlement of the consideration to which any accepting Shareholder and/or Optionholder
is entitled under the Offers will be implemented in full in accordance with the terms of the
Offers, without regard to any lien, right of set-off, counterclaim or other analogous right to
which Midea International may otherwise be, or claim to be, entitled against such accepting
Shareholder and/or Optionholder.

Stamp duty

Seller’s ad valorem duty arising in connection with acceptance of the Share Offer
amounting to 0.1% of the amount payable in respect of the relevant acceptance will be
deducted from the amount payable to the Sharcholders who accept the Share Offer. Midea
International will bear its own portion of buyer’s ad valorem stamp duty at the rate of 0.1% of
the amount payable in respect of relevant acceptances and will be responsible to account to the
Stamp Office of Hong Kong the stamp duty payable for the sale and purchase of the Shares.

No stamp duty is required to be paid by any Optionholder who accepts the Option Offer.
Compulsory acquisition

Midea [nternational and parties acting in concert with it do not intend to exercise any
right which may be available under the provisions of the Companies Ordinance to acquire

compulsorily any outstanding issued Shares not acquired under the Share Offer after it is
closed.
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INFORMATION ON MIDEA INTERNATIONAL AND ITS INTENTION REGARDING
HUALING

Midea International is a company incorporated in Hong Kong with limited liability on 28
July 2004 and is 99.9% beneficially owned by Midea Group Co., Ltd. (¥ # £ E & R )
and as to 0.09% beneficially owned by Mr. He Xiang Jian, who is a director of Midea
International and 0.01% beneficially owned by Ms. Lu De Yan. Mr. He Xiang Jian, Mr. Li Jian
Weil and Mr. Liang Guo Ping are the directors of Midea International. The registered capital of
Midea Group Co., Ltd. is owned as to 55% by Foshan Shunde Tiantuo Investment Co., Ltd. ({#
Ly 77 ME S @ X $E % & A PR 22 F]) and 45% by Foshan Shunde Lixun Investment Co., Ltd. (
s Ly T NE A & R 3R 3 E A R 2 F]). The registered capital of Foshan Shunde Tiantuo
Investment Co., Ltd. (L i E 2 & X FE R E A R 2 F)) is in turn owned as to 90% by
Mr. He Xiang Jian and 10% by Ms. Lu De Yan and the registered capital of Foshan Shunde
Lixun Investment Co., Ltd. (i 1L 77 JIE 7 & F[ R & & A R 2 &) is owned as to 34% by Mr.
Zhang He Chuan, 33% by Mr Li Jianwei and 33% by Ms. Yuan Liqun. Ms. Lu De Yan is the
daughter-in-law of Mr. He Xiang Jian. Mr. Zhang He Chuan, Mr. Li Jianwei and Ms. Yuan
Liqun are members of the senior management of Midea Group Co., Ltd. Midea International
and its ultimate beneficial owners are independent of and not connected with Hualing, the
directors, chief executive or substantial shareholders of Hualing or any of its subsidiaries
(including the Vendor) or an associate of any of them.

Save for the entering into of the Sale and Purchase Agreement, Midea International has
not conducted any business since its incorporation and does not have any material assets other
than the financial resources for fulfilling its payment obligation under the Sale and Purchase
Agreement and the Offers.

Midea Group Co., Ltd. is one of the largest household electric appliances manufacturers
in the PRC. The household electric appliance products of Midea Group Co., Ltd. include air
conditioners, electric fans, rice cookers, microwave ovens, etc. which are sold domestically in
the PRC and internationally to various countries including Hong Kong, the United States of
America, Europe, Japan, Canada and Russia. Midea Group Co., Ltd. operates production
facilities in various cities in the PRC including Shunde, Zhongshan, Wuhu, Wuhan, Huaian and
Chongqing.

Midea Group Co., Ltd. and its management staff possess extensive experience, market
knowledge and strengths in management, procurement, sales network, marketing, research and
development and production technology in respect of household electric appliances sales and
manufacturing, while the Hualing Group has also been engaged in the household electric
appliance business with considerable achievements. Through Midea International, Midea
Group Co., Ltd. acquires the controlling interest in Hualing with an aim to deriving synergy
and generating greater economy of scale by close cooperation between the operations and
management of Midea Group Co., Ltd. and Hualing Group in order to enhance the business
development of both in future.

With the extensive experience and knowledge of Midea Group Co., Ltd. and its
management staff in the areas of management, procurement, sales and marketing, in particular,
the overseas markets, research and development and production technology in respect of
household electric appliances sales and manufacturing, it is believed that the overall operation
and production efficiency of the Hualing Group on a whole can be enhanced which in turn will
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be in the interest of the Shareholders as a whole. Midea International intends to continue the
existing businesses of the Hualing Group and it has no immediate plan of injecting any
additional assets into the Hualing Group or redeployment of the assets of the Hualing Group
other than in its ordinary course of business, while Midea International will assess the
qualification of the existing employees and reformulate the human resources strategy of the
Hualing Group if necessary, based on which recruitment of new employees, reassignment of
job duties of existing employees and/or dismissal of existing employees with unsatisfactory
performance or qualification may be undertaken.

Dealings in and holdings of securities of Hualing

Prior to Completion, neither Midea International, its ultimate beneficial owners nor the
parties acting in concert with any of them owned any Shares, convertible securities, warrants or
options in Hualing. Save for the entering into of the Sale and Purchase Agreement, none of
Midea International, its ultimate beneficial owners and parties acting in concert with any of
them has dealt in any Shares or any options, warrants or securities convertible into Shares
during the Relevant Period.

PROPOSED CHANGE OF BOARD COMPOSITION OF HUALING

[t is expected that three of the existing directors of Hualing, namely, Mr. Li Yu Jun and
Mr. Huang Wei Hua, who are executive directors of Hualing and Mr Lo Wing Sang, Vincent,
who is an independent non-executive director of Hualing will resign and such resignation will
take effect on the First Closing Date or the date when the Offers become or are declared
unconditional, whichever is the later, in compliance with Rule 7 of the Takeovers Code. It is
expected that the other existing directors (including two of the independent non-executive
directors, namely Mr. Chan Wai Dune and Mr, Lam Ming Yung) of Hualing will remain on the
board of directors of Hualing.

Immediately after the despatch of this Offer Document, five new directors will be
appointed as directors of Hualing, namely, Mr. Fang Hongbo, Mr. Liu Liang, Mr. Li Jianwei,
Ms. Yuan Liqun and Mr. Zhang Quan. Mr. Fang Hongbo, Mr. Liu Liang and Mr. Zhang Quan
will be appointed as the executive directors of Hualing while Mr. Li Jianwei and Ms. Yuan
Liqun will be appointed as the non-executive directors of Hualing. A new independent non-
executive director will be appointed to replace Mr. Lo Wing Sang, Vincent on or prior to the
effective date of his resignation. A further announcement will be made on the change of the
composition of and the appointment of new director(s) to the board of directors of Hualing.

Particulars of the five proposed directors of Hualing are set out below:

Mr. Fang Hongbo, aged 37, obtained a master degree in business administration from the
National University of Singapore. Mr. Fang joined Midea Group Co., Ltd. in 1992 and had
assumed various senior management positions for sales and overall management of the air-
conditioners: division of Midea Group Co., Ltd. with considerable experience. Currently, Mr.
Fang is a director of GD Midea Electric Appliances Co., Ltd. and the president of its
refrigeration equipment division.
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Mr, Liu Liang, aged 42, obtained a bachelor degree in mechanical engineering from
Shanghai Jiao Tong University. Mr. Liu joined Midea Group Co., Ltd. in 1991 and had assumed
various senior management positions for marketing, sales and overall management of the air-
conditioners division of Midea Group Co., Ltd. with considerable experience. Currently, Mr.
Liu is a vice president of the refrigeration equipment division of GD Midea Electric Appliances
Co., Ltd.

Mr. Li Jianwei, aged 38, obtained a master degree in business administration from Fudan
University. Mr. Li joined Midea Group Co., Ltd. in 1994 and had assumed various senior
management positions for strategic development of Midea Group Co., Ltd.. Currently, Mr. L1 is
a director and capital investment controller of Midea Group Co., Ltd.

Ms. Yuan Liqun, aged 35, obtained a master degree in international management from the
Australian National University. Ms. Yuan joined Midea Group Co., Ltd. in 1992 and had
assumed various senior management positions for financial and overall management of Midea
Group Co., Ltd. with considerable experience in financial management. Currently, Ms. Yuan is
a director and the financial controller of Midea Group Co., Ltd.

Mr. Zhang Quan, aged 36, obtained a master degree in international management from the
Australian National University. Mr. Zhang joined Midea Group Co., Ltd. in 1991 and had
assumed various senior management positions for financial management for Midea Group Co.,
Ltd. with considerable experience. Currently, Mr. Zhang is an assistant of president and the
financial controller of the refrigeration equipment division of GD Midea Electric Appliances
Co., Ltd.

MAINTENANCE OF THE LISTING STATUS OF HUALING

Midea International intends that Hualing will remain listed on the Stock Exchange after
the close of the Offers. The directors of Midea International and the new directors to be
appointed to the board of directors of Hualing have jointly and severally undertaken to the
Stock Exchange to take appropriate steps following the close of the Offers to ensure that such
number of Shares as may be required by the Stock Exchange are held by the public.

The Stock Exchange has stated that if, at the close of the Offers, less than the
minimum prescribed percentage applicable to Hualing, being 25%, of the Shares are held
by the public, or if the Stock Exchange believes that:

(i) a false market exists or may exists in trading of the Shares; or

(ii) there are insufficient Shares in public hands to maintain an orderly market,
it will consider exercising its discretion to suspend dealings in the Shares.

The Stock Exchange will also closely monitor all acquisitions or disposals of assets by
Hualing. Under the Listing Rules, the Stock Exchange has the power pursuant to the
Listing Rules to aggregate a series of transactions and any such transactions may result in

Hualing being treated as if it were a new listing applicant and subject to the requirement
for new applicants as set out in the Listing Rules.
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FURTHER TERMS OF THE OFFERS

Further terms of the Offers, including procedures for acceptance and the acceptance
period, are set out in Appendix I to this Offer Document and the Forms of Acceptance. Midea
International does not intend to revise or extend the Offers, unless required pursuant to the
relevant provisions of the Takeovers Code.

TAXATION

Shareholders and Optionholders are recommended to consult their own professional
advisers if they are in doubt as to the taxation implications of their acceptance of the Offers. It
is emphasized that none of Midea International, [CEA, Hualing or any of their respective
directors or employees or any other persons involved in the Offers accepts responsibility for
any tax effects on, or liabilities of, any persons as a result of their acceptance of the Offers.

GENERAL

To ensure equal treatment of all Shareholders, those registered Shareholders who hold
Shares as nominee for more than one beneficial owner should, as far as practicable, treat the
holding of each beneficial owner separately. In order for the beneficial owners of the Shares
whose investments are registered in the names of their nominees to accept the Share Offer, it is
essential that they provide instructions to their nominees of their intentions with regard to the
Share Offer.

The attention of Shareholders who are not residents in Hong Kong is drawn to the section
headed “6. General” in Appendix [ to this Offer Document.

All doecuments and remittances sent to Shareholders and Optionholders by ordinary post
will be sent to them at their own risk. Such documents and remittances will be sent to the
Shareholders and Optionholders at their respective addresses as they appear in the register of
members of Hualing or the register of Optionholders (as the case may be) or, in the case of
joint Shareholders, to the Shareholder whose name stands first in the register of members of
Hualing, as applicable. None of Hualing, Midea International, ICEA or any of their respective
directors or any other person involved in the Offers will be responsible for any loss or delay in
transmission or any other liabilities that may arise as a result thereof.

Your attention is drawn to the additional information set out in the Appendices, which
form part ofithis Offer Document.

Yours faithfully,
For and on behalf of
ICEA Capital Limited
Gary S K Sik
Managing Director
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FURTHER TERMS OF THE OFFER

1. FURTHER PROCEDURES FOR ACCEPTANCE

A. The Share Offer

(a)

[f the Share certificate(s) and/or transfer receipt(s) and/or any other document(s)
of title (and/or any satisfactory indemnity or indemnities required in respect
thereof) in respect of your Shares is/are in the name of a nominee company or
some names other than your own, and you wish to accept the Share Offer in
respect of your Shares, you must either:

M

(i1)

(ii1)

(iv)

lodge your Share certificate(s) and/or transfer receipts and/or any other
document(s) of title (and/or any satisfactory indemnity or indemnities
required in respect thereof) with the nominee company, or other nominee,
with instructions authorising it to accept the Share Offer on your behalf
and requesting it to deliver the WHITE form of acceptance and transfer of
the Shares duly completed together with the relevant Share certificate(s)
and/or transfer receipt(s) and/or any other document(s) of title (and/or any
satisfactory indemnity or indemnities required in respect thereof) to the
Registrar; or

arrange for the Shares to be registered in your name by Hualing through
the Registrar, and send the WHITE form of acceptance and transfer of the
Shares duly completed together with the relevant Share certificate(s) and/
or transfer receipt(s) and/or any other document(s) of title (and/or any
satisfactory indemnity or indemnities required in respect thereof) to the
Registrar; or

if your Shares have been lodged with your broker/custodian bank through
CCASS, instruct your broker/custodian bank to authorise HKSCC Nominees
Limited to accept the Share Offer on your behalf on or before the deadline
set out by HKSCC Nominees Limited, in this case, on Tuesday, 14
December 2004 which is one business day before the latest date on which
acceptances of the Share Offer must be received by the Registrar. In order
to meet the deadline set by HKSCC Nominees Limited, you should check
with your broker/custodian bank for the timing on the processing of your
instruction, and submit your instruction to your broker/custodian bank as
required by them; or

if your Shares have been lodged with your Investor Participant Account
with CCASS, authorise your instruction via the CCASS Phone System or
CCASS Internet System not later than one business day before the latest
date on which acceptances of the Share Offer must be received by the
Registrar, which is Tuesday, 14 December 2004 in this case.
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APPENDIX I FURTHER TERMS OF THE OFFER

(b)

(c)

(D

If the certificate(s) and/or transfer receipts and/or other document(s) of title
{and/or any satisfactory indemnity or indemnities required in respect thereof) in
respect of your Shares is/are not readily available and/or is/are lost and you
wish to accept the Share Offer in respect of your Shares, the WHITE form of
acceptance and transfer of the Shares should nevertheless be completed and
delivered to the Registrar together with a letter stating that you have lost one or
more of your Share certificate(s) and/or transfer receipts and/or other document(s)
of title (and or any satisfactory indemnity or indemnities required in respect
thereof) or that it/they is/are not readily available. If you find such document(s)
or if it/they become(s) available, the relevant Share certificate(s) and/or transfer
receipt(s) and/or any other document(s) of title (and/or any satisfactory
indemnity or indemnities required in respect thereof) should be forwarded to the
Registrar as soon as possible thereafter. If you have lost your Share certificate(s),
you should also write to the Registrar for a letter of indemnity which, when
completed in accordance with the instructions given, should be returned to the
Registrar.

If you have lodged transfer(s) of any of your Shares for registration in your
name and have not yet received your Share certificate(s), and you wish to
accept the Share Offer in respect of your Shares, you should nevertheless
complete the WHITE form of acceptance and transfer of the Shares and deliver
it to the Registrar together with the transfer receipt(s) duly signed by yourself.
Such action will be deemed to be an authority to ICEA and/or Midea
International or their respective agent(s) to collect from Hualing or the
Registrar on your behalf the relevant Share certificate(s) when issued and to
deliver such certificate(s) to the Registrar as if it was/they were delivered to the
Registrar with the WHITE form of acceptance and transfer of the Shares.

Acceptance of the Share Offer will be treated as valid only if the completed
WHITE form of acceptance and transfer of the Shares is received by the
Registrar by not later than 4:00 p.m. on the later of Wednesday, 15 December
2004 and if the Offers become or are declared unconditional, 14 days after the
Offers become or-are declared unconditional, or such later time and/or date as
Midea International may determine and announce with the consent of the
Executive, and is:

(i) accompanied by the relevant Share certificate(s) and/or transfer receipt(s)
and/or other document(s) of title (and/or any satisfactory indemnity or
indemnities required in respect thereof) and, if those Share certificate(s) is/
are not in your name, such other documents in order to establish your right
to become the registered holder of the relevant Shares; or

(ii) from a registered Sharcholder or his personal representative (but only up to
the amount of the registered holding and only to the extent that the
acceptance relates to Shares which are not taken into account under this

paragraph (d)); or

(i1i) certified by the Registrar or the Stock Exchange.
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APPENDIX 1 FURTHER TERMS OF THE OFFER

If the WHITE form of acceptance and transfer of the Shares is executed by a
person other than the registered Shareholder, appropriate documentary evidence
of authority to the satisfaction of the Registrar must be produced.

(e) No acknowledgement of receipt of any WHITE form(s) of acceptance and
transfer of the Shares, Share certificate(s) and/or transfer receipt(s) and/or any
other document(s) of title (and/or any satisfactory indemnity or indemnities
required in respect thereof) will be given.

(f) The address of the transfer office of the Registrar is Shops 1712-1726, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

(g) 1 the Share Offer lapses, Midea International will, as soon as possible but in
any event within ten days thereof, return by ordinary post the Share certificate(s)
lodged with the WHITE form(s) of acceptance and transfer of the Shares to the
relevant Shareholder(s).

B. The Option Offer

{a) If you accept the Option Offer, you should complete the YELLOW form of
acceptance and cancellation of the outstanding Options in accordance with the
instructions printed thereon, which instructions form part of the terms and
conditions of the Option Offer.

(b) The completed YELLOW form of acceptance and cancellation of the outstanding
Options should be forwarded, together with the relevant Option certificate(s) (if
any) stating the number of outstanding Options in respect of which you intend
to accept the Option Offer, by post or by hand to the company secretary of
Hualing at 2802-04, 28th Floor, Harbour Centre, 25 Harbour Road, Wanchai,
Hong Kong for the period from 17 November 2004 to 25 November 2004, and
at Room 4108-10, 41st Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for the period from 26 November 2004 and afterwards,
marked “Hualing Option Offer” on the envelope, as soon as possible and in
any event so as to reach the company secretary of Hualing at the aforesaid
address by no later than 4:00 p.m. on the later of 15 December 2004 and if the
Offers become or are declared unconditional, 14 days after the Offers become or
are declared unconditional, or such later time and/or date as Midea International
may determine and announce with the consent of the Executive.

(¢) 1f the Option Offer lapses, Midea International will, as soon as possible but in
any event within ten days thereof, return by ordinary post the Option
certificate(s) lodged with the YELLOW form(s) of acceptance and cancellation
of the outstanding Options to the relevant Optionholder(s).

2. SETTLEMENT

Provided that the Offers become or are declared unconditional and the relevant form(s) of
acceptance, Share certificate(s), Option certificate(s), transfer receipts and/or other documents
of title in all respects satisfactory to Midea International (and/or any indemnities as may be
required by ICEA and Midea International in respect thereof) are complete and in good order, a
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cheque inrespect of the consideration payable for the Shares and Options tendered under the
Offers will be posted to the relevant accepting Shareholders and Optionholders by ordinary
post at their own risk as soon as possible but in any event within 10 days of the later of the date
on which the Offers become or are declared unconditional and the date of receipt by the
Registrar (in the case of the Share Offer) and the company secretary of Hualing (in the case of
the Option Offer) of all the relevant documents required to render the relevant acceptances
under the Offers complete and valid.

Settlement of the consideration to which any accepting Shareholder and/or Optionholder
1s entitled under the Offers will be implemented in full in accordance with the terms of the
Offers, without regard to any lien, right of set-off, counterclaim or other analogous right to
which Midea International may otherwise be, or claim to be, entitled against such accepting
Shareholder and/or Optionholder.

3. ACCEPTANCE PERIOD AND REVISIONS

Midea International does not intend to revise or extend the Offers, unless required
pursuant to the relevant provisions of the Takeovers Code. The Offers will remain open for
acceptance until 4:00 p.m. on 15 December 2004, unless the Offers have previously become or
have been declared unconditional.

If the Offers become or are declared unconditional, they will remain open for acceptance
for not less than 14 days thereafter. At least 14 days’ notice in writing must be given before the
Offers are closed to those Shareholders and Optionholders who have not accepted the Offers.

In principle, if in the course of the Offers, Midea International revises the terms of the
Offers as required pursuant to the relevant provisions of the Takeovers Code, all the
Shareholders and the Optionholders, whether or not they have already accepted the Offers, will
be entitled to the revised terms. A revised offer must be kept open for at least 14 days following
the date on which the revised offer document is posted.

The Offers shall not be capable of becoming or being declared unconditional after the
midnight on 16 January 2005 or of being kept open after that time unless extended with the
consent of the Executive.

4. ANNOUNCEMENTS

(a) By 6:00 p.m (or such later time and/or date as the Executive agrees) on the Closing
Date, Midea International must inform the Executive and the Stock Exchange of its
decision in relation to the revision, extension, expiry or unconditionality of the
Offers. Midea International must publish an announcement on the website the Stock
Exchange by 7:00 p.m. on the Closing Date stating whether the Offers have been
revised, extended, expired or become or been declared unconditional. Such
announcement must be republished in accordance with the requirements set out in
item (c) below on the next business day after the Closing Date.

The announcement must state the following:

(1) the total number of Shares for which acceptances of the Offers have been
received;
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(b)

(c)

(i1) the total number of Shares and Options held, controlled or directed by Midea
International or parties acting in concert with it before the offer period;

(i11) the total number of Shares and Options acquired or agreed to be acquired during
the offer period by Midea International or parties acting in concert with it;

(iv) the total number of outstanding Options for which acceptances of the Option
Offer have been received;

(v) details of any existing holding of voting rights and rights over Shares:—
g rig
(1) which Midea International owns or over which it has control or direction;

(2) which is owned or controlled or directed by any person acting in concert
with Midea International;

(3) in respect of which Midea International or any person acting in concert
with it has received an irrevocable commitment to accept the Offers; and

(4) in respect of which Midea International or any person acting in concert
with it holds convertible securities, warrants or options;

(vi) details of any outstanding derivative in respect of securities in Hualing entered
into by Midea International or any person acting in concert with it;

(vii) details of any arrangement (whether by way of option, indemnity or otherwise)
in relation to shares of Midea International or Hualing and which might be
material to the Offers.

The announcement must also specify the percentages of the issued share capital of
Hualing and voting rights of Hualing represented by these numbers of Shares.

In computing the number of Shares represented by acceptances, acceptances which
are not in all respects in order or that are subject to verification will be stated
separately in the announcement.

As required under the Takeovers Code and the Listing Rules, any announcement in
relation to the Offers, in respect of which the Executive and the Stock Exchange have
confirmed that they have no further comments thereon, must be published as a paid
announcement in at least one leading English language newspaper and one leading
Chinese language newspaper published daily and circulating generally in Hong Kong
and must be published on the Stock Exchange website.

5. RIGHT OF WITHDRAWAL

An acceptor of the Offers shall be entitied to withdraw his/her acceptance after 21 days
from the First Closing Date, if the Offers have not by then become unconditional, by notice in
writing signed by the acceptor or his/her agent duly authorized in writing and evidence of
whose authorization is produced with the notice to the Registrar (in case of the Share Offer) or
the Company (in case of the Option Offer), but such entitlement to withdraw shall be
exercisable only until such time as the Offers become or are declared unconditional. Pursuant
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to Rule 19.2 of the Takeovers Code, if Midea International is unable to comply with any of the
requirements of making announcements under Rule 19 of the Takeovers Code relating to the
Offers, the Executive may require that acceptors be granted the right of withdrawal on terms
acceptable to the Executive. Save as the aforesaid, acceptances by the Shareholders and the
Optionholders shall be irrevocable and cannot be withdrawn.

6. GENERAL

(a)

(b)

(c)

(d)

(e)

()

(2)

All communications, notices, Forms of Acceptance, certificates of Shares or Options
(if any), transfer receipts, other documents of title or indemnity and remittances to be
delivered by or sent to or from the Shareholders and the Optionholders will be
delivered by or sent to or from them, or their designated agents, at their own risk, and
none of Hualing, Midea International, ICEA nor the Registrar or any of their
respective agents accepts any liability for any loss in postage or any other liabilities
that may arise as a result.

The provisions set out in the accompanying Forms of Acceptance form part of the
terms of the Offers.

The accidental omission to despatch this Offer Document and/or Forms of
Acceptance or any of them to any person to whom the Offers are made will not
invalidate the Offers in any way.

The Offers and all acceptances will be governed by and construed in accordance with
the laws of Hong Kong. '

Due execution of the Forms of Acceptance will constitute an authority to Midea
International or such person or persons as Midea International may direct to
complete and execute any document on behalf of the person accepting the Offers and
to'do any other act that may be necessary or expedient for the purposes of vesting in
Midea International or such person or persons as it may direct the Shares in respect
of which such person has accepted the Share Offer and/or enabling the directors of
Hualing or such persons as they may direct to cancel the Options in respect of which
such person has accepted the Option Offer.

Acceptance of the Share Offer by any person or persons will be deemed to constitute
a warranty by such person or persons to Midea International that the Shares acquired
under the Share Offer are sold by any such person or persons free from all third party
rights, liens, claims, charges, equities and encumbrances and together with all rights
attaching thereto including the rights to receive all future dividends or other
distributions declared, paid or made on the Shares on or after the date of this Offer
Document. The Optionholders will surrender all of their existing rights in respect of
the Options, following which such Options will be cancelled and extinguished.

Seller’s ad valorem duty arising in connection with acceptance of the Share Offer
amounting to 0.1% of the amount payable in respect of the relevant acceptance will
be deducted from the amount payable to the Shareholders who accept the Share
Offer. Midea International will bear its own portion of buyer’s ad valorem stamp duty
atithe rate of 0.1% of the amount payable in respect of relevant acceptances and will
be responsible to account to the Stamp Office of Hong Kong the stamp duty payable
for the sale and purchase of the Shares.
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(h) References to the Offers in this Offer Document and in the Forms of Acceptance

(1)

shall include any revision and/or extension thereof.

The making of the Offers to persons with a registered address in jurisdictions outside
Hong Kong may be affected by the laws of the relevant jurisdictions. Shareholders or
Optionholders who are citizens or residents or nationals of jurisdictions outside
Hong Kong should inform themselves about and observe any applicable legal
requirementis. It is the responsibility of any such person who wishes to accept the
Offers to satisfy himself as to the full observance of the laws of the relevant
jurisdiction in connection therewith, including the obtaining of any governmental or
other consent which may be required or the compliance with other necessary
formalities and the payment of any transfer or other taxes due in respect of such
Jurisdiction.
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1. RESPONSIBILITY STATEMENT

The information contained in this Offer Document has been supplied by the directors of
Midea International, who jointly and severally accepts full responsibility for the accuracy of
the information contained in this Offer Document and confirm, having made all reasonable
enquiries, that to the best of their knowledge, opinions expressed in this Offer Document have
been arrived at after due and careful consideration and there are no other facts not contained in
this Offer Document the omission of which would make any statement contained herein
misleading.

2. MARKET PRICES

The table below shows the closing prices of the Shares quoted on the Stock Exchange on
(1) the last day on which trading took place in each of the six calendar months immediately
preceding 3 November 2004, the date of the Announcement; (ii) 29 October 2004, being the
last complete trading day prior to the suspension of the trading in the Shares at 9:36 a.m. on 1
November 2004 pending the issue of the Announcement; and (iii) 15 November 2004, the
Latest Practicable Date:

Date Closing price per Share

(HKS)
30 April 2004 0.215
31 May 2004 0.229
30 June 2004 0.245
30 July 2004 0.295
31 August 2004 0.305
30 September 2004 0.37
29 October 2004 0.405
Latest Practicable Date 0.39

The highest and lowest closing prices per Share recorded on the Stock Exchange during
the Relevant Period were HK$0.415 on 6 October 2004 and HK$0.176 on 17 May 2004
respectively.

3. DISCLOSURE OF INTERESTS

(a) Asat the Latest Practicable Date, Midea International, its directors and parties acting
in concert with it owned an aggregate of 670,076,808 Shares, representing
approximately 42.4% of the issued share capital of Hualing and did not own any
other securities of Hualing. There have been no dealings in all securities of Hualing
by Midea International or parties acting in concert with it during the Relevant Period
othér than entering into the Sale and Purchase Agreement.

(b) ICEA did not have any beneficial interest in any securities of Hualing as at the Latest

Practicable Date and had not dealt in any securities of Hualing during the Relevant
Period.
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5.

(©)

(d)

(e)

(f)

As at the Latest Practicable Date, there were no agreements, arrangements or
understanding (including any compensation arrangement) between Midea International
or any person acting in concert with it and any of the directors of Hualing or any
other person having any connection with or depending upon the Offers or otherwise
connected with the Offers.

As at the Latest Practicable Date, no benefit has been given or will be given to any
directors of Hualing or any of its subsidiaries as compensation for loss of office or
otherwise in connection with the Offers.

As at the Latest Practicable Date, there were no shareholdings in Hualing owned or
controlled by any persons who, prior to the posting of this Offer Document, have
irrevocably committed themselves to accept or reject the Offers.

As at the Latest Practicable Date, there was no arrangement of the kind referred to in
the third paragraph of Note 8 to Rule 22 of the Takeovers Code which exist between
Midea International, or any person acting in concert with it and any other person.

GENERAL

(a)

(b)

(c)

(d)

(e)

The registered office of Midea International is at 1st Floor, Eader Centre, 39-41
Hankow Road, Tsim Sha Tsui, Kowloon, Hong Kong.

The addresses of the shareholders of Midea International are, respectively, Peng Lai
Road, Beijao, Shunde, Foshan, PRC for Midea Group Co., Ltd., Room 8, No. 8
Yunhai Road, May Flower Garden, Beijao, Shunde, Foshan, Guangdong, PRC for Mr.
He Xiang Jian and Room 8, No. 8 Yunhai Road, May Flower Garden, Beijao, Shunde,
Foshan, Guangdong, PRC for Ms. Lu De Yan.

The addresses of the directors of Midea International are, respectively, Room &, No.
8 Yunhai Road, May Flower Garden, Beijao, Shunde, Foshan, Guangdong, PRC for
Mr. He Xiang Jian, Room 12A, No. 11 North Road, Country Garden, Beijiao,
Shunde, Foshan, Guangdong, PRC for Mr. Li Jian Wei and No. 19, Ji Hong Xin Cun,
Ji Hong Road, Beijao, Shunde, Foshan, Guangdong, PRC for Mr. Liang Guo Ping.

The registered office of ICEA Capital Limited is at 42nd Floor, Jardine House, 1
Connaught Place, Central, Hong Kong.

The English text of this Offer Document and the Forms of Acceptance shall prevail
over the Chinese text for the purpose of interpretations.

CONSENT AND QUALIFICATION

ICEA 1s a licensed corporation licensed to carry on regulated activities types 1, 4, 6 and 9
of regulated activities under the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) which are dealing of securities, advising on securities, corporate finance and asset
management. [CEA has given and has not withdrawn its written consent to the issue of this
Offer Document with the inclusion herein of its letter and the reference to its name in the form
and context in which it appears.
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6. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business
hours at the office of Chiu & Partners at 41st Floor, Jardine House, 1 Connaught Place,
Central, Hong Kong, while the Offers remain open for acceptance:

(a) the memorandum and articles of association of Midea International;

(b) a copy of the letter from ICEA containing details of the Offers, the full text of which
is set out on pages 5 to 12 of this Offer Document; and

(¢c) a.copy of the consent letter from ICEA referred to in section headed “Consent and
qualification” in this Appendix 1I.
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this document or as to the action to be taken, you
should consult your licensed securities dealer, bank manager, solicitor, professional accountant
or other professional adviser.

If you have sold or transferred all your shares in the Company, you should at once hand this
document to the purchaser or other transferee or to the bank, licensed securities dealer or other
agent through whom the sale or transfer was effected for transmission to the purchaser or
transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
document, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this document.

HUALING HOLDINGS LIMITED
EREEERRAT

(Incorporated in Hong Kong with limited liability)
(Stock Code: 382)

Recommendation to the shareholders and optionholders regarding

the mandatory conditional cash offers

by ICEA Capital Limited on behalf of
Midea International Corporation Company Limited

to acquire all the issued shares in Hualing Holdings Limited
(other than those already owned by or agreed to be acquired by
Midea International Corperation Company Limited
and parties acting in concert with it), and
to cancel all outstanding options of
Hualing Holdings Limited

Independent financial adviser to the Independent Board Committee

Dao Heng Securities Limited

EERSEMRAT
DaoHengSecurities Ltd.

A letter from the Independent Board Committee containing its recommendations in respect of
the Offers is set out on page 15 of this document. ;

A letter from Dao Heng Securities Limited containing its advice to the Independent Board
Committee in respect of the Offers is set out on pages 16 to 36 of this document.

8 December 2004
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DEFINITIONS

In this document, the following expressions have the following meanings unless the
context otherwise requires:

“Announcement” the joint announcement dated 3 November 2004 made
by the Company and Midea International in relation
to the Sale and Purchase Agreement and the Offers

“associates” has the meaning ascribed thereto in the Listing Rules
“Board” the board of Directors
“Closing Date” the First Closing Date, or if the Offers are extended,

the closing date of the Offers as extended in accordarice
with the Takeovers Code

“Company” Hualing Holdings Limited, a company incorporated in
Hong Kong with limited liability, the issued shares of
which are listed on the main board of the Stock

Exchange

“Companies Ordinance” the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong)

“Dao Heng Securities” Dao Heng Securities Limited, a corporation deemed

licensed under the SFO to conduct types 1, 4, 6, 7 and
9 (dealing in securities, advising on securities, advising
on corporate finance, providing automated trading
services and asset management) regulated activities
under the SFO and the independent financial adviser
to the Independent Board Committee

“Directors” the directors of the Company

“Executive” the Executive Director of the Corporate Finance
Division of the SFC or any of his delegates

“First Closing Date” 22 December 2004, which was extended from the
original expected first closing date of 15 December

2004 as stated in the Offer Document

“Forms of Acceptance” the WHITE Form of Acceptance and the YELLOW
Form of Acceptance

“Group” the Company and its subsidiaries

“Hong Kong” the Hong Kong Special Administrative Region of
the PRC
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“ICEA” : ICEA Capital Limited, a corporation deemed licensed
under the SFO to conduct types 1, 4, 6 and 9 (dealing
in securities, advising on securities, advising on
corporate finance and asset management) regulated
activities under the SFO

“Independent Board Committee” the independent board committee of the Company
established to advise the Shareholders and the
Optionholders in respect of the Offers, which
committee comprises the three independent non-
executive Directors, being Mr. Chan Wai Dune, Mr.
Lo Wing Sang, Vincent and Mr. Lam Ming Yung

“Independent Shareholder(s)” Shareholder(s) other than Midea International and
parties acting in concert with it and their respective
associates

“Latest Practicable Date” 3 December 2004, being the latest practicable date

prior to the printing of this Offeree Document for the
purpose of ascertaining certain information contained

herein

“Listing Rules” The Rules Governing the Listing of Securities on the
Stock Exchange

“Midea International” Midea International Corporation Company Limited, a
company incorporated in Hong Kong with limited
liability

“1993 Share Option Scheme” the executive share option scheme of the Company
adopted on 26 November 1993 and terminated on 27
June 2003

“Offers” the Share Offer and the Option Offer

“Offer Document” the offer document dated 17 November 2004 issued

by ICEA on behalf of Midea International to the
Shareholders and the Optionholders setting out the
terms and conditions and other particulars of the
Offers

“Offeree Document” this response document in respect of the Offers issued
by the Company to the Shareholders and the
Optionholders in accordance with the Takeovers Code

“Option(s)” the Type [ Options, Type Il Options and Type III
Options
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“Optionholders”

“Option Offer”

“PRC”

“Registrar”

“Sale and Purchase Agreement”

“Sale Shares”

“Sch

“SFO”

“Share(s)”

“Shareholder(s)”

“Share Offer”

“Stock Exchange”

holders of the Options

the mandatory conditional cash offer to cancel all
outstanding Options made by ICEA on behalf of
Midea International in accordance with the Takeovers
Code

the People’s Republic of China and for the purpose of
this Offeree Document shall exclude Hong Kong, the
Macau Special Administrative Region of the PRC and
Taiwan

Computershare Hong Kong Investor Services Limited
of 46th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong, the Hong Kong branch
share registrar of the Company

the conditional sale and purchase agreement dated 31
October 2004 and entered into between Midea
International and the Vendor in relation to the sale by
the Vendor and the purchase by Midea International
of the Sale Shares which was completed on 11
November 2004

670,076,808 Shares acquired by Midea International
pursuant to the Sale and Purchase Agreement,
representing 42.2% of the issued share capital of the
Company as at the Latest Practicable Date

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong)

share(s) of HK$0.10 each in the share capital of the
Company

holder(s) of the Shares

the mandatory conditional cash offer to acquire all the
issued Shares not already owned or agreed to be
acquired by Midea International or parties acting in
concert with it at HK$0.35 per Share made by ICEA
on behalf of Midea International in accordance with
the Takeovers Code

The Stock Exchange of Hong Kong Limited
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“Takeovers Code” The Hong Kong Code on Takeovers and Mergers

“Type I Options” options which were granted to the directors and
employees of the Company pursuant to the 1993
Share Option Scheme and remain outstanding as at
the Latest Practicable Date, entitling the holders
thereof to subscribe for new Shares at an exercise
price of HK$0.93 per Share

“Type 1I Options” options which were granted to the directors and
employees of the Company pursuant to the 1993
Share Option Scheme and remain outstanding as at
the Latest Practicable Date, entitling the holders
thereof to subscribe for new Shares at an exercise
price of HK$0.244 per Share

“Type III Options” options which were granted to the directors and
employees of the Company pursuant to the 1993
Share Option Scheme and remain outstanding as at
the Latest Practicable Date, entitling the holders
thereof to subscribe for new Shares at an exercise
price of HK$0.211 per Share

“Vendor” Able Profit Investment Limited, a company
incorporated in the British Virgin Islands with limited
liability

“WHITE Form of Acceptance” the form of acceptance and transfer in respect of the

Share Offer

“YELLOW Form of Acceptance” the form of acceptance and cancellation in respect of
the Option Offer

“HKS$” Hong Kong dollars, the lawful currency of Hong
Kong

“RMB” Renminbi, the lawful currency of the PRC

“0” per cent.

An exchange rate 0fHK$1=‘RMBJ.06 has been adopted in this Offeree Document for
reference purpose only.
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HUALING HOLDINGS LIMITED
EREMARD A

(Incorporated in Hong Kong with limited liability)

Executive Directors: Registered office:

Mr. Li Yu Jun (Chairman) Rooms 4108-10, 41st Floor
Mr. Chen Xiao Shi Hopewell Centre

Mr. Liang Wei Wen 183 Queen’s Road East

Mr. Huang Wei Hua Wanchai

Mr. Fong Hongbo Hong Kong

Mr. Liu Liang
Mr. Zhang Quan

Non-executive Directors:
Mr. Zhang Xin Hua

Mr. Chen Yu Hang

Mr. Li Jianwei

Ms. Yuan Liqun

Independent non-executive Directors:
Mr. Chan Wai Dune

Mr. Lo Wing Sang, Vincent

Mr. Lam Ming Yung

8 December 2004
To the Shareholders and the Optionholders
Dear Sir or Madam,

Mandatory conditional cash offers by
ICEA Capital Limited
on behalf of Midea International Corporation Company Limited
to acquire all the issued Shares
(other than those Shares already owned by or agreed to be acquired by
Midea International Corporation Company Limited
and parties acting in concert with it)
and to cancel all outstanding Options

INTRODUCTION

On 31 October 2004, Midea International entered into the Sale and Purchase Agreement
with the Vendor, pursuant to which Midea International agreed to purchase and the Vendor
agreed to sell and procure to sell 670,076,808 Shares. Immediately following completion of the
Sale and Purchase Agreement which took place on 11 November 2004, Midea International and
parties acting in concert with it owned in aggregate approximately 42.4% of the then issued
share capital of the Company and were required under Rule 26.1 and Rule 13 of the Takeovers
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Code to make mandatory conditional cash offers to acquire all the issued Shares not already
owned or agreed to be acquired by Midea International and parties acting in concert with it and
to cancel all the outstanding Options respectively.

The Independent Board Committee, comprising the three independent non-executive
Directors,'being Mr. Chan Wai Dune, Mr. Lo Wing Sang, Vincent and Mr. Lam Ming Yung, has
been established in accordance with Rule 2.1 of the Takeovers Code to consider the terms of
the Offersiand to make a recommendation to the Shareholders and the Optionholders in relation
to the Offers.

The Company considered that all of the executive Directors and non-executive Directors
are not sufficiently independent to become members of the Independent Board Committee. In
respect of the executive Directors, they are nominated on the Board either by the Vendor or its
holding company (or other entities under common supervision with it) or Midea International
and/or are either officers or employees of the holding company (or other entities under
common supervision with it) of the Vendor or the holding company of Midea International.
Therefore, all the executive Directors may be regarded as having a direct or indirect interest in
the Offers and not sufficiently independent for the purpose of being members of the
Independent Board Committee.

In relation to the non-executive Directors, Mr. Zhang Xin Hua and Mr. Chen Yu Hang are
either officers or employees of Guangzhou Baiyun Agriculture Industry & Commerce
Corporation (“Guangzhou Baiyun”) which also nominated Mr. Zhang and Mr. Chen to the
Board. According to the information disclosed to the Company pursuant to Part XV of the SFO,
Guangzhou Baiyun is interested in approximately 10.3% of the issued share capital of the
Company as at the Latest Practicable Date. The Company understands that the Vendor, its
holding company and Guangzhou Baiyun are under the common supervision of the Guangzhou
Municipal Government. Accordingly, Guangzhou Baiyun may fall within the meaning of an
“affiliate” of the Vendor for the purpose of Rule 2.8 of the Takeovers Code and is presumed to
have an indirect interest in the Offers. In addition, as Mr. Li Jianwei is a director of Midea
International and each of Mr. Li Jianwei and Ms. Yuan Liqun are directors and employees of
Midea Group Co., Ltd., the holding company of Midea International, they may also be regarded
as having a direct or indirect interest in the Offers. Therefore, the non-executive Directors are
not sufficiently independent to become members of the Independent Board Committee.

Dao Heng Securities has been appointed as the independent financial adviser to consider
the terms of the Offers and make a recommendation to the Independent Board Committee in
that regard:




LETTER FROM THE BOARD

THE OFFERS

The Offers, comprising the Share Offer and the Option Offer, are, on and subject to the
terms and conditions set out in the Offer Document, made by ICEA on behalf of Midea
International on the following basis:
The Share Offer

Foreach Share ........ ... . . HK$0.35 in cash

The Option Offer

For each outstanding Type I Option ........ ... ... .. ... ... ... ...... HK$0.01 in cash
For each outstanding Type Il Option .. ........... ... ... ... ........ HK$0.106 in cash
For each outstanding Type III Option .............. .. ... ... ... .... HKS$0.139 in cash

By accepting the Share Offer and upon the Share Offer becoming unconditional,
Shareholders will sell their Shares to Midea International free from all liens, claims and
encumbrances and with all rights attached to them, including the rights to receive all dividends
and distribution declared, made or paid at or after the date of posting of the Offer Document.
By accepting the Option Offer, the Optionholders will surrender and give up the subscription
rights attaching to the relevant Options, which will be cancelled by the Company.

The Options were issued pursuant to the 1993 Share Option Scheme. According to the
rules of the 1993 Share Option Scheme, in the event that any person shall have obtained control
of the Company, the Directors shall as soon as practicable thereafter notify every holder for the
time being of options accordingly and each holder shall, subject to the original expiry date of
the options, be entitled at any time within the period of twelve months after such control has
been obtained to exercise any option in whole or in part, and to the extent that it has not been
so exercised, any option shall upon the expiry of such period cease and determine.

As Midea International has obtained control of the Company (within the meaning of the
1993 Share Option Scheme) upon completion of the Sale and Purchase Agreement, the
Directors have on 30 November 2004 issued a notice to the holders for the time being of the
options accordingly and the expiry date of the Options thus became 10 November 2005. As at
the Latest Practicable Date, all Type Il Options had been exercised.

The estimated costs relating to the Offers to be absorbed by the Company is
approximately HK$1,500,000.

Condition of the Offers

The Offers will be conditional upon Midea International having received valid acceptances
in respect of Shares pursuant to the Share Offer which, together with Shares owned or agreed
to be acquired by Midea International and parties acting in concert with it before and during
the Offers, will result in their holding more than 50% of the voting rights of the Company. If
there are no sufficient valid acceptances in respect of Shares received by Midea International
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rendering the Share Offer to become unconditional by 4:00 p.m. on 22 December 2004, being
the First Closing Date, the Offers are expected to lapse. In the event the Offers become or are
declared unconditional or lapse, a separate announcement will be made by Midea International.

Further details on the terms and conditions of the Offers are set out in the Offer
Document.

INFORMATION ON MIDEA INTERNATIONAL

The information in this section has been extracted from the Offer Document. Your
attention is drawn to the other information set out in the Offer Document.

According to the Offer Document, Midea International was a company incorporated in
Hong Kong with limited liability on 28 July 2004 and was 99.9% beneficially owned by Midea
Group Co., Ltd. (£ ) 5 B H R 4~ 7]) and as to 0.09% beneficially owned by Mr. He Xiang
Jian, who was a director of Midea International and 0.01% beneficially owned by Ms. Lu De
Yan. As stated in the Offer Document, Mr. He Xiang Jian, Mr. Li Jianwei and Mr. Liang Guo
Ping were ithe directors of Midea International. The shareholding of Midea International, its
directors and parties acting in concert with it in the Company are set out in paragraph 3 titled
“Disclosure of Interests” in Appendix II of the Offer Document.

It is mentioned in the Offer Document that save for the entering into of the Sale and
Purchase Agreement, Midea International had not conducted any business since its incorporation
and did not have any material assets other than the financial resources for fulfilling its payment
obligation under the Sale and Purchase Agreement and the Offers.

According to the Offer Document, Midea Group Co., Ltd. is one of the largest household
electric appliances manufacturers in the PRC. The household electric appliance products of
Midea Group Co., Ltd. include air conditioners, electric fans, rice cookers, microwave ovens,
etc. which are sold domestically in the PRC and internationally to various countries including
Hong Kong, the United States of America, Europe, Japan, Canada and Russia. Midea Group
Co., Ltd. operates production facilities in various cities in the PRC including Shunde,
Zhongshan, Wuhu, Wuhan, Huaian and Chongqing.

INTENTION OF MIDEA INTERNATIONAL REGARDING THE COMPANY

Your attention is drawn to the intention of Midea International with respect to the
Company set out below, which information has been extracted from the Offer Document. Your
attention isialso drawn to the other information set out in the Offer Document.

Intention regarding the Company

According to the Offer Document, Midea International intends to continue the existing
businesses of the Group and it has no immediate plan of injecting any additional assets into the
Group or redeployment of the assets of the Group other than in its ordinary course of business,
while Midea International will assess the qualification of the existing employees and
reformulate the human resources strategy of the Group if necessary, based on which
recruitment of new employees, reassignment of job duties of existing employees and/or
dismissal of existing employees with unsatisfactory performance or qualification may be
undertaken.
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Compulsory acquisition

According to the Offer Document, Midea International and parties acting in concert with
it do not intend to exercise any right which may be available under the provisions of the
Companies Ordinance to acquire compulsorily any outstanding issued Shares not acquired
under the Share Offer after it is closed.

Maintenance of the listing status of the Company

The Offer Document states that Midea International intends that the Company will remain
listed on the Stock Exchange after the close of the Offers. According to the Offer Document,
the directors of Midea International and the new Directors appointed to the Board on 17
November 2004 have jointly and severally undertaken to the Stock Exchange to take
appropriate steps following the close of the Offers to ensure that such number of Shares as may
be required by the Stock Exchange are held by the public.

Pursuant to Rule 14.81(3) of the Listing Rules, the Stock Exchange has stated that if,
at the close of the Offers, less than the minimum prescribed percentage applicable to the
Company, being 25%, of the Shares are held by the public, or if the Stock Exchange
believes that:

(i) afalse market exists or may exists in trading of the Shares; or

(ii) there are insufficient shares in public hands to maintain an orderly market,

it will consider exercising its discretion to suspend dealings in the Shares.
Change of board composition of the Company

The Offer Document mentions that immediately after the despatch of the Offer Document,
five new directors would be appointed as Directors, namely, Mr. Fang Hongbo, Mr. Liu Liang,
Mr. Li Jianwei, Ms. Yuan Liqun and Mr. Zhang Quan. Mr. Fang Hongbo, Mr. Liu Liang and Mr.
Zhang Quan would be appointed as the executive Directors while Mr. Li Jianwei and Ms. Yuan
Liqun would be appointed as the non-executive Directors. Such appointments took effect on 17
November 2004, being the date of despatch of the Offer Document. It is also mentioned in the
Offer Document that it is expected that three of the existing Directors, namely, Mr. Li Yu Jun
and Mr. Huang Wei Hua, who are executive Directors and Mr. Lo Wing Sang, Vincent, who is
an independent non-executive Director, would resign and such resignation would not take effect
until the First Closing Date or the date when the Offers become or are declared unconditional,
whichever is the later, in compliance with Rule 7 of the Takeovers Code. It is also stated in the
Offer Document that it is expected that the other existing Directors (including two of the
independent non-executive Directors, namely Mr. Chan Wai Dune and Mr. Lam Ming Yung)
would remain on the Board. A new independent non-executive Director will be appointed to
replace Mr. Lo Wing Sang, Vincent on or prior to the effective date of his resignation.

The Board has noted the above intention of Midea International with respect to the
Company.
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INFORMATION REGARDING THE GROUP

The Group is principally engaged in the manufacture and sale of household electrical
appliances, which include air-conditioners, refrigerators and mini-refrigerators. The Group’s
businesses are mainly in the PRC, the Asia Pacific region, Europe, America and Africa.

For the year ended 31 December 2003, the Group recorded a net loss attributable to
Shareholders of approximately HK$77 million (approximately HK$250 million for the year
ended 31 December 2002) and the net asset value of the Group as at 31 December 2003 was
approximately HK$433 million (approximately HK$511 million as at 31 December 2002). The
losses were mainly due to the following reasons:

(i) severe competition in the PRC electronic appliance market, which led the Company
to maintain a relative low price strategy in order to maintain the market share, while
on the other hand, the Company had to incur more selling expenses to promote its
products and maintain the distribution channel, which led to a lower gross profit and
higher operation expenses; and

(1) the rising cost in the raw materials, such as steel, plastic, compressor, while at the
same time, the utility cost, such as power price also kept on increasing, which led to
an increase in the operation costs such that the Company could not maintain a higher
gross profit level.

During the year ended 31 December 2003, the sales volume of air-conditioners reached
approximately 691,000 units, representing an increase of approximately 66% as compared to
that of the previous year. Turnover reached approximately HK$1,005,654,000, representing an
increase of approximately 35% as compared to that of last year. The increase in the turnover
was mainly due to increases in the export sales revenues and export sales volume of air-
conditioners, which reached approximately HK$419,919,000 and 331,000 units respectively,
representing an increase of approximately 72% and 67% respectively. With regard to the
refrigerator business, the sales volume reached approximately 786,000 units, representing an
increase of approximately 24% as compared to that of the previous year. The turnover increased
by approximately 10%, amounted to approximately HK$567,668,000. The increase in the
turnover was mainly due to increases in the export sales revenues and export sales volume of
refrigerators, which reached approximately HK$255,430,000 and 429,000 units respectively,
representing an increase of approximately 29% and 31% respectively. Upon the PRC’s
accession to the World Trade Organisation in 2001, the competitive advantage of PRC’s
household iappliance enterprises became more significant, which pushed the substantial
increases in export business of the Group.

The overall gross profit of the Group for the year ended 31 December 2003 was
approximately HK$300,059,000, representing an increase of approximately 79% as compared
to that of the previous year. The increase was mainly due to the following reasons:

(i) the selling of a large number of old modelled air-conditioners and refrigerators in
2002 at great discount and the new modelled air-conditioners and refrigerators sold

in 2003 had contributed higher gross profit margin;

(i) the implementation of central procurement and the redesign of new models had cut
down the unit cost; and

~10-
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(i11) the increase of production volume has reduced the fixed cost allocated to individual
unit.

The inventories of the Group for the year ended 31 December 2003 was approximately
HK$549,900,000, representing an increase of approximately 38.7% as compared to that of the
previous year. The increase in inventory level was mainly due to the following reasons:

(i) to fulfil the anticipated PRC domestic sales order in the first half of 2004 by keeping
a large portion of the inventories at year end; and

(ii) to keep in line with the management expansion pian.

Approximately HK$189.4 miilion of the Group’s finished goods as at 31 December 2003
were sold during the first half of 2004, representing approximately 66.3% of the Group’s total
finished goods as at 31 December 2003.

Your attention is drawn to the auditor’s report of the Company for the year ended 31
December 2003 which is reproduced in the section titled “Audited Consolidated Financial
Statements” in Appendix 1 to this Offeree Document.

For the six months ended 30 June 2004, the total turnover reached approximately
HK$1,199,522,000, representing an approximately 32% increase over the same period last year.
The increase in the total turnover is mainly due to an increase in the export sales which
recorded approximately HK$601,000,000, an increase of approximately 31% over the same
period last year. The total sales volume of the Group’s products reached 1,202,200 units,
representing a 35% increase over the same period last year. Among the total sales volume,
503,000 units and 699,200 units were sold for PRC consumption and export sales, a 35% and
37% increase respectively from the same period last year. For the six months ended 30 June
2004, the Group recorded a net loss attributable to Shareholders of approximately HK$45
million (approximately HK$28 million for the six months ended 2003) which was mainly
resulted from continuing severe competition between the manufacturers and persisting high
price in raw materials.

Both air-conditioners and refrigerators recorded a significant growth of overall sales
volume over the same period last year, among which the total sales volume of air-conditioners
amounted to 663,500 units while that of refrigerators amounted to 538,700 units, a 49% and
21% increase respectively over the same period last year. The sales volume of the Group’s air-
conditioners in the PRC market recorded a 87% growth over the same period last year.

Your attention is also drawn to the unaudited consolidated interim results of the Group for
the six months ended 30 June 2004 together with the comparative figures for the corresponding
period in 2003 set out in the section titled “Interim Results” in Appendix I to this offeree
Document.

As at the Latest Practicable Date, there were 1,588,036,408 Shares in issue and 960,000
Options outstanding. Particulars of the share capital of the Company and the terms of the
Options are set out in the section titled “Share Capital and Share Options” in Appendix 3 to
this Offeree Document.
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The investment properties, construction-in-progress and land and buildings of the Group
which have been included in the audited financial statements of the Group for the year ended
31 December 2003 and to the extent that the title and ownership of which were owned by the
Group as iat 11 November 2004, the date of conducting the property valuation by Vigers
Appraisal & Consulting Limited, an independent property valuer, have been set out in the
valuation report in Appendix 2 to this Offeree Document.

The Group expects that the following accounting treatment will be adopted in respect of
property interests stated in the valuation report prepared by Vigers Appraisal & Consulting Ltd.
set out in Appendix 2 to this Offeree Document in light of the revaluation of such property
interests as per the valuation report:

1.

Group [ assets — Property interests held for investment purposes by the Group:

The Company will consistently comply with its accounting policies as stated in the
financial statements on investment properties and will make adjustments in
accordance with any valuation of such property interest at the date when the
financial statements are made up to.

The carrying book value of the Group I assets as stated in the financial statements of
the Group as at 31 December 2003 was HK$168,000,000 and the open market value
in existing state of the Group I assets as at 11 November 2004 as stated in the
valuation report was RMB103,600,000 (approximately HK$97,736,000).

Group II assets — Property interests held and occupied by the Group:

These properties are stated at cost less accumulated depreciation and accumulated
impairment losses. The carrying book value of the Group 11 assets as at 31 December
2003 was HK$169,618,000 and the open market value in existing state of the Group
IT assets as at 11 November 2004 as stated in the valuation report was
RMB137,368,000 (approximately HK$129,592,000).

According to the accounting policies of the Group, the Board is not aware of any
adjustment to be made in accordance with the valuation report. Some of the Group II
assets are assigned with no commercial value in the valuation report as at 11
November 2004 due to, in most of the cases, the absence of valid legal title by the
Group to such properties such that the Group cannot freely transfer, mortgage or
lease these properties in the market. However, given that (i) these properties are
currently used by the Group mainly as production bases, offices, warehouses and
staff quarters in the ordinary course of business of the Group, (ii) the Group has not
received any notice that the current uses are required to be disrupted, and (iii)
currently the Board has no intention to sell, assign or dispose of these properties in
the market, the Board is not aware of any adjustment to be made in accordance with
the valuation report.

According to the accounting policies of the Group and based on the information
available to the Group, the Company will recognise impairment losses in the event
that the current uses of the properties cease to be available to the Group or are
otherwise required to be disrupted.
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3. Group III assets — Property interests to be acquired by the Group:

These comprise of two parcels of industrial land and buildings located in Shahe
District, Guangzhou (the “Land and Buildings”). The aggregate acquisition costs of
the Land and Buildings are RMB54,300,917.3 (approximately HK$51,227,280.5)
and the carrying book value of a building situated thereon which has been used by
the Group for production uses since early 1990°s was HK$23,160,000 as at 31
December 2003. No commercial value has been assigned to the Land and Buildings
in the valuation report as at 11 November 2004. However, on the assumption that the
title of the Land and Buildings is vested in the Group and the Group is entitled to
transfer the Land and Buildings with the residual term of its land use rights at no
extra land premium or other onerous payment payable to the government, the open
market value of the Land and Building as at 11 November 2004 is RMB89,700,000
(approximately HK$84,622,642).

According to the accounting policies of the Group, as the Group intends that the
Land and Buildings will be used as the production base of the Group after the
acquisition, the Group will book them as “land and buildings” at cost once the
transfer of the land use rights is completed. Given that (i) the Land and Buildings
have been used and will continue to be used by the Group as its production bases in
its ordinary course of business, (ii) the Group has not received any notice that the
current uses are required to be disrupted, and (iii) currently the Board has no
intention to sell, assign or dispose of the Land and Buildings in the market after
completion of the acquisition, the Board is not aware of any adjustment to be made
in accordance with the valuation report.

According to the accounting policies of the Group and based on the information
available to the Group, the Company will recognise impairment losses in the event
that the current uses of the properties cease to be available to the Group or are
otherwise required to be disrupted.

The deficit in revaluation of properties and the accounting treatment set out above shall be
subject to statutory audit by the auditors of the Company at the end of the financial year.

Your attention is also drawn to paragraph (d) of the section titled “Material Change” set
out in Appendix I to this Offeree Document and paragraph 1(c) titled “Net asset value per
Share” under the section titled “Ill. Principal factors considered relating to the Share Offer”
from the “Letter from Dao Heng Securities” set out in this Offeree Document on further
information relating to the revaluation of the property interests of the Group.

ACCEPTANCE AND SETTLEMENT

To accept the Offers, you should ensure that you return the completed relevant Forms of
Acceptance to the Registrar (in the case of WHITE Forms of Acceptance) or the company
secretary of the Company (in the case of YELLOW Forms of Acceptance) by not later than 4:00
p.m. on the later of Wednesday, 22 December 2004 and if the Offers become or are declared
unconditional, 14 days after the Offers become or are declared unconditional, or such later time
and/or date as Midea International may determine and announce with the consent of the
Executive.
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Your iattention is drawn to the particulars relating to acceptance procedures and settlement
set out in Appendix I — “Further Terms of the Offer” to the Offer Document.

RECOMMENDATIONS

Yourattention is drawn to the letters from the Independent Board Committee and Dao
Heng Securities on page 15 and pages 16 to 36 of this Offeree Document respectively which
contain the respective recommendations of the Independent Board Committee and the advice of
Dao Heng!Securities to the Independent Board Committee.

INTENTION AS REGARDS THE ACCEPTANCE OF THE OFFERS

As atithe Latest Practicable Date, some of the Directors are interested in the Shares and
the Options. Particulars of such Directors’ interests in the Shares and the Options are set out in
the section titled “Disclosure of Interests” in Appendix 3 to this Offeree Document. As at the
Latest Practicable Date, (i) Mr. Lo Wing Sang, Vincent, an independent non-executive Director,
has indicated to the Company that he might accept the Share Offer or sell the Shares currently
owned by him in the open market if he is satisfied that the amount of the net proceeds
generated by such sale exceeds the net proceeds receivable under the Share Offer; (ii) Mr. Chan
Wai Dune, also an independent non-executive Director, has indicated to the Company that he
would hold the Shares currently owned by him for investment purpose; and (iii}) Mr. Zhang Xin
Hua, a non-executive Director, has indicated to the Company that he would accept the Option
Offer.

As at the Latest Practicable Date, Guangzhou Baiyun, being the beneficial owner of
approximately 10.3% of the issued share capital of the Company, has indicated to the Company
that it has not decided whether or not to accept the Share Offer.

FURTHER INFORMATION

You are recommended to read the Offer Document and the Forms of Acceptance regarding
particulars of the terms and conditions of the\Offers, acceptance procedures and settlement.
Your attention is also drawn to the additional information contained in the Appendices to this
Offeree Document.

Yours faithfully,
For and on behalf of the Board
Liu Liang
Executive Director
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HUALING HOLDINGS LIMITED
£EREEERAA

(Incorporated in Hong Kong with limited liability)
(Stock Code: 382)

8 December 2004
To the Shareholders and the Optionholders
Dear Sir or Madam,

As the Independent Board Committee, we have been appointed to advise you in
connection with the Offers, details of which are set out in the letter from the Board contained
in the document to the Shareholders and the Optionholders dated 8 December 2004 (the
“Offeree Document”), of which this letter forms part. Terms defined in the Offeree Document
shall have the same meanings when used herein unless the context otherwise requires.

Your attention is drawn to (i) the letter from the Board as set out on pages 5 to 14 of the
Offeree Document; (ii) the letter from Dao Heng Securities, which contains its advice in
respect of the Offers, as set out on pages 16 to 36 of the Offeree Document and (iii) the
additional information set out in the Appendices to the Offeree Document; and (iv) the Offer
Document.

Having considered the terms of the Offers and the advice of Dao Heng Securities, we are
of the opinion that the terms of the Offers are fair and reasonable so far as the Independent
Shareholders are concerned and advise the Independent Shareholders and the Optionholders to
accept the Offers or, if the net proceeds from the sale of the Shares in the open market after
deducting all transaction costs would exceed the net amount receivable under the Offers, to
consider selling their Shares in the market, and in the case of Optionholders, upon exercise of
subscription rights under the Options. Independent Shareholders and the Optionholders who,
after considering the information on Midea International and its future intention regarding the
Group as well as the experience of the newly appointed Directors, are attracted by the new
management team and new controlling shareholder of the Group, should consider retaining
some or all of their Shares or Options or in the case of Optionholders exercising some or all of
their subscription rights under the Options and retaining their Shares thereupon. The
Optionholders should note that it is stated in the letter from the board of the Offeree Document
that the expiry date of the Options has been revised to 10 November 2005.

Yours faithfully,
Independent Board Committee
Lo Wing Sang, Vincent
Chan Wai Dune
Lam Ming Yung
Independent non-executive Directors
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The following is the text of a letter of advice from Dao Heng Securities to the Independent
Board Committee in connection with the Offers, which has been prepared for the purpose of
incorporation into the Offeree Document.

EFEFARAT
DaoHengSecurities Ltd.

To the Independent Board Committee 8 December 2004
of Hualing Holdings Limited

Rooms 4108-10, 41st Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Dear Sirs,

MANDATORY CONDITIONAL CASH OFFERS
BY ICEA CAPITAL LIMITED
ON BEHALF OF MIDEA INTERNATIONAL
CORPORATION COMPANY LIMITED
TO ACQUIRE ALL OF THE ISSUED SHARES IN HUALING HOLDINGS LIMITED
(OTHER THAN THOSE SHARES ALREADY OWNED BY OR
AGREED TO BE ACQUIRED BY
MIDEA INTERNATIONAL CORPORATION COMPANY LIMITED

AND PARTIES ACTING IN CONCERT WITH IT)

AND ALL OUTSTANDING SHARE OPTIONS OF
HUALING HOLDINGS LIMITED

I. INTRODUCTION

We refer to our engagement by the Company as independent financial advisor to advise
the Independent Board Committee with respect to the terms of the Offers, details of which are
contained in the letter from [CEA in the Offer Document issued by Midea International to the
Shareholders and the Optionholders on 17 November 2004 and the Offeree Document issued by
the Company to the Shareholders and the Optionholders of which this letter forms part. Terms
defined in the Offeree Document bear the same meanings herein unless the context otherwise
requires.

On 8 July 2004, the Company announced that it had entered into two agreements, pursuant
to which, B S F 2 7% FR /A 7 (China Refrigeration Industry Co., Ltd.), a Chinese-
foreign equity joint venture in which the Company has a 95% interest, acquired from a
connected party the entire interest, right and title to (i) a piece of land situated at No. 8,
Tongbao Road, Baiyun District, Guangzhou, PRC (&} 71 5 2 [& [7] & B 8%%) for a consideration
of RMB25,704,133.80 (equivalent to approximately HK$24,249,182.83); and (ii) a piece of
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land situated at No. 10, Tonghe North Road, Baiyun District, Guangzhou, PRC (E M 1 B &
[&@ [7] #1 4t B % 4% 10%%) and 24 buildings situated thereon. Such transactions constituted
discloseable and connected transactions of the Company. Dao Heng Securities was appointed to
act as the independent financial adviser to the independent board committee and the
independent shareholders of the Company in respect of these transactions to advise on the
fairness and reasonableness of the terms thereunder.

We recommend the Independent Board Committee to advise the Independent Shareholders
and the Optionholders to read the Offer Document and the Offeree Document carefully before
they decide what action to take in response to the Offers.

The Independent Board Committee, comprising the three independent non-executive
Directors, being Mr. Chan Wai Dune, Mr. Lo Wing Sang, Vincent and Mr. Lam Ming Yung, has
been established in accordance with Rule 2.1 of the Takeovers Code to consider the terms of
the Offers and to make a recommendation to the Shareholders and the Optionholders in relation
to the Offers.

As stated in the letter from the Board, the Company considered that all of the executive
Directors and non-executive Directors are not sufficiently independent to become members of
the Independent Board Committee. In respect of the executive Directors, they are nominated on
the Board either by the Vendor or its holding company (or other entities under common
supervision with it) or Midea International and/or are either officers or employees of the
holding company (or other entities under common supervision with it) of the Vendor or the
holding company of Midea International. Therefore, all the executive Directors may be
regarded as having a direct or indirect interest in the Offers and not sufficiently independent
for the purpose of being members of the Independent Board Committee.

It is further stated in the letter from the Board that, in relation to the non-executive
Directors, Mr. Zhang Xin Hua and Mr. Chen Yu Hang are either officers or employees of
Guangzhou Baiyun Agriculture Industry & Commerce Corporation (“Guangzhou Baiyun”)
which also nominated Mr. Zhang and Mr. Chen to the Board. According to the information
disclosed to the Company pursuant to Part XV of the SFO, Guangzhou Baiyun is interested in
approximately 10.3% of the issued share capital of the Company as at the Latest Practicable
Date. The Company understands that the Vendor, its holding company and Guangzhou Baiyun
are under the common supervision of the Guangzhou Municipal Government. Accordingly,
Guangzhou Baiyun may fall within the meaning of an “affiliate” of the Vendor for the purpose
of Rule 2.8 of the Takeovers Code and is presumed to have an indirect interest in the Offers. In
addition, as Mr. Li Jianwei is a director of Midea International and each of Mr. Li Jianwei and
Ms. Yuan Liqun are directors and employees of Midea Group Co. Ltd., the holding company of
Midea International, they may also be regarded as having a direct or indirect interest in the
Offers. Therefore, the non-executive Directors are not sufficiently independent to become
members of the Independeht Board Committee.

In formulating our recommendations, we have relied on the accuracy of the information
and representations contained in the Offer Document and the Offeree Document, which have
been provided by the directors of Midea International and the directors of the Company
respectively and have assumed that all information and representations made or referred to in
the Offer Document and the Offeree Document are true and accurate in all material respect. We
have no reason to doubt the truth, accuracy and completeness of the information and
representations provided to us by the respective directors of Midea International and the
Company and have been advised by the respective directors of the Company and Midea
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International that no material facts have been omitted from the information provided and
referred to in the Offer Document and the Offeree Document. We consider that we have
reviewed sufficient information to reach an informed view and to justify relying on the
accuracy of the information contained in the Offer Document and the Offeree Document and to
provide a reasonable basis for our advice. We have not, however, conducted any independent
investigation into the business and affairs or the future prospects of the Group.

We have not considered the tax consequences on the Independent Shareholders and the
Optionholders of their acceptances or non-acceptances of the Offers since these are particular
to their own individual circumstances. In particular, the Independent Shareholders and the
Optionholders who are resident outside Hong Kong or subject to overseas taxes or Hong Kong
taxation on securities dealings should consider their own tax position with regard to the Offers
and, if in any doubt, should consult their own professional advisers.

Ii. BACKGROUND
1. S&PAgreement

It is stated in the Announcement that the Sale and Purchase Agreement has been
entered into between Midea International and the Vendor on 31 October 2004. Pursuant to
the Sale and Purchase Agreement, the Vendor agreed to sell and Midea International
agreed to purchase 670,076,808 Shares for a cash consideration of HK$234,526,882.80
(equivalent to HK$0.35 per Share). Completion of the Sale and Purchase Agreement took
place on 11 November 2004.

2. The Offers

Upon completion of the Sale and Purchase Agreement, Midea International and
parties acting in concert with it owned in aggregate 670,076,808 Shares, representing
approximately 42.4% of the then issued share capital of the Company and is required to
make a mandatory conditional cash offers for all the issued Shares not already owned or
agreed to be acquired by Midea International and parties acting in concert with it under
Rule 26.1 of the Takeovers Code and is also required to make a comparable offer for all
the outstanding Options under Rule 13 of the Takeovers Code. Independent Shareholders
should note that the Offers will be subject to and conditional upon Midea International
having received valid acceptances in respect of the Shares which, together with the Shares
owned or agreed to be acquired by Midea International and parties acting concert with it
before and during the Offers, will result in their holding of more than 50% of the voting
rights of the Company. If there are no sufficient valid acceptances in respect of Shares
received by Midea International rendering the Share Offer to become unconditional before
closing of the Offers, the Offers are expected to lapse. The Offers have been made to the
Shareholders and the Optionholders by ICEA on behalf of Midea International on the
following basis:

The Share Offer
For each Offer Share .. ... ... . HKS$0.35 in cash

The Option Offer

For each outstanding Type I Option .......... ... ... .o it .. HK$0.01 in cash
For each outstanding Type 1 Option . . ....... ... ... ... .. ... ... . ... HKS$0.106 in cash
For each outstanding Type III Option ............ ... ... . ... .. ... HK$0.139 in cash
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The offer price of HK$0.35 per Share (the “Share Offer Price”) is the same as the
purchase price paid by Midea International to the Vendor for each Sale Share sold under the
Sale and Purchase Agreement. The Type I Options are currently out of money. The price for
each outstanding Type I Option of HK$0.01 (the “Type I Option Offer Price™) is at nominal
value. The offer price of HK$0.106 per each Type II Option is equivalent to the “see-through”
value of Type [ Option, which represents the difference between the Share Offer Price and the
subscription price of HK$0.244 per Share under Type II Option. The offer price of HK$0.139
per each Type IIl Option is equivalent to the “see-through” value of Type III Option which
represents the difference between the Share Offer Price and the subscription price of HK$0.211
per Share under Type 11I Option.

III. PRINCIPAL FACTORS CONSIDERED RELATING TO THE SHARE OFFER

In arriving at our recommendation and advice to the Independent Board Committee with
regard to the terms of the Share Offer, we have considered the following principal factors:

1. Price performance and trading volume of the Shares
(a) The Share price performance

The Share Offer Price is HK$0.35 per Share. Table 1 sets out the average
closing prices of the Shares and the premiums/ discounts that the Share Offer Price
represents thereto during the following periods:

Table 1: Premium/discount of the Share Offer Price over/to the average Share
closing price in different periods

Premium /(discount)

of Share Offer Price
over average
Average closing price
closing in different
price periods
(HKS) (%)
On 29 October 2004, being the last full trading
day prior to the suspension of trading in the
Shares on the Stock Exchange at 9:36 a.m.
on 1 November 2004 (“Suspension™)
pending the publish of the Announcement 0.405 (13.6)
For the 10 consecutive full trading days up to and
including 29 October 2004 0.383 (8.6)
For the one month ended on 29 October 2004 0.383 (8.6)
For the three months ended on 29 October 2004 0.337 3.9
For the six months ended on 29 October 2004 0.288 215
For the 12 months ended on 29 October 2004
(“One-year Period”) 0.315 1.1
On the Latest Practicable Date 0.395 (1.4)
For the period between 4 November 2004
(being the first trading day after the Suspension)
and the Latest Practicable Date (“Latest Period”)
0.389 (10.0)

~19—




LETTER FROM DAO HENG SECURITIES

The Share Offer Price represents a discount of approximately 13.6% to the
‘Share closing price on 29 October 2004, being the last full trading day before the
‘Suspension, and a discount of approximately 8.6% to both the average closing prices
jof the Shares for the 10 days and one month ended 29 October 2004, The Share Offer
Price represents a premium ranged from approximately 3.9% to 21.5% over the
average closing prices of the Shares for the three months, six months and one year
ended 29 October 2004 respectively.

Chart 1 below shows the daily closing price and the trading volume of the
Shares on the Stock Exchange during the period commencing on 30 October 2003,
being the date of one year prior to 29 October 2004:

Chart 1: Closing price and trading volume of the Shares during the One-
year Period and the Latest Period
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As shown in Chart 1, the Shares had been traded below the Share Offer Price of
HK$0.35 per Share for most of the time during the One-year Period, except for the
period from 7 January 2004 to 27 February 2004 and the period from 27 September
2004 to 29 October 2004. The highest and lowest Share closing prices as quoted on
the Stock Exchange for the One-year Period were HK$0.520 recorded on 26
September 2004 and HKS$0.176 recorded on 18 May 2004 respectively. The Share
Offer Price represents a discount of approximately 32.7% to and a premium of
approximately 98.9% over these highest and lowest Share prices respectively.

Trading of the Shares was suspended during the period from 1 to 3 November
2004 pending the release of the Announcement. Closing price per Share of 4
November 2004, being the first trading day after resumption of trading of the Shares,
was HK$0.40 per Share, to which the Share Offer Price represents a discount of
12.5%. During the Latest Period, the highest and lowest Share closing prices as
quoted on the Stock Exchange were HK$0.41 recorded on 24 November 2004 and
HKS$0.38 recorded on 5,9, 17, 18, 19, 22 and 23 November 2004 and 3 December
2004 respectively. The Share Offer Price represents discounts of approximately
14.6% and 7.9% to these highest and lowest Share closing prices respectively.
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As shown in Chart 1, the Share closing price fluctuated significantly during the
One-year Period, which surged up to HK$0.520 per Share, representing the highest
Share closing price during the One-year Period, on 26 January 2004, and then
dropped gradually to the lowest Share closing price during the One-year Period at
HK$0.176 on 18 May 2004. Since then, the Share price had increased gradually
during the rest of the One-year Period. We have reviewed the announcements made
by the Company during the One-year Period in order to look for the reasons for such
fluctuations. We noted that during the upsurge in Share price at the end of December
2003 and January 2004, the Company issued (i) three teletext messages on 7 January
2004, 14 January 2004 and 19 January 2004 respectively to notify the public that the
Directors had noted the then recent increases in the price and trading volume of the
Shares and stated that they were not aware of any reason of such increases; and (ii)
an announcement on 30 January 2004 in relation to a top-up placing exercise with an
aggregate of 200,000,000 new Shares were issued to more than six independent third
parties and, upon completion of which, the shareholding of Guangzhou International
Group Co., Limited (the controlling Shareholder) decreased from approximately
48.48% to 42.36%.

During the second half of the One-year Period, in which, the Share price
increased gradually, the Company issued (i) an announcement on 8 July 2004 in
relation to an acquisition of land use right from the then second largest Shareholder;
and (ii) a teletext message on 6 October 2004 to notify the public that the Directors
had noted the then recent increases in the price and trading volume of the Shares and
stated that they were not aware of any reason of such increases.

We have also examined the Share price against the Hang Seng China
Enterprises Index to assess whether the trend of the Share price was influenced by
the overall performance of the PRC companies during the One-year Period.

Chart 2: Relativity between Share closing price and Hang Seng China
Enterprises Index during the One-year Period
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We noted from Chart 2 that the trend of the Share closing price during the One-
year Period is generally in line with the Hang Seng China Enterprises Index except
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for the period from 7 January 2004 to 27 February 2004. Having looked into the
announcements published by the Company and the trend of Hang Seng China
Enterprises Index during the One-year Period, we cannot conclude any reason for the
.upsurge of the Share price during the period from 7 January 2004 to 27 February
2004.

Given the above, in particular that the Shares were traded below the Share Offer
Price during most of the time (with 180 out of 247 trading days) in the One-year
Period and, together with the factors considered below, we consider that the Share
IOffer Price is fair and reasonable.

i(b) Trading volume of the Shares

The following table sets out the trading volume of the Shares during the period
from 30 October 2003 to the Latest Practicable Date:

Table 2: Trading volume of the Shares during the One-year Period and the
Latest Period

Percentage of
average daily Percentage of

trading volume average daily
Average for the  trading volume
Total trading daily trading ~ month/period for the
volume for the  volume for the to total issued month/period
Month/Period month/period month/period  share capital to public float®
(Shares) (Shares) (%) (%)
2003
October (30 to 31) 3,700,000 1,850,000 0.12 0.25
November 77,701,130 3,885,057 0.24 0.52
December 43,562,100 2,074,386 0.13 0.28
2004
January 675,639,268 37,535,515 2.36 5.01
February 726,435,206 36,321,760 2.29 4.85
March 212,500,000 9,239,130 0.58 1.23
April 53,260,383 2,803,178 0.18 0.37
May 40,588,000 2,029,400 0.13 0.27
June 31,798,000 1,514,190 0.10 0.20
July 68,830,000 3,277,619 0.21 0.44
August 55,964,000 2,543.818 0.16 034
September 165,340,000 7,873,333 0.50 1.05
October (1 to 29) 175,330,000 9,227,895 0.58 1.23
The Latest Period 465,700,666 21,168,212 133 2.83

Source: Infocast

Notes: (1) Based on 1,588,036,408 Shares in issue as at the Latest Practicable Date.
(2) Based on 748,999,600 Shares in public hands as at the Latest Practicable Date.
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As can be seen in Table 2, the trading volume of the Shares on the Stock
Exchange during the One-year Period was relatively thin with the respective average
daily trading volume ranging from approximately 0.10% to 0.58% of the Shares in
issue and ranging from approximately 0.20% to 1.23% to the public float on the
Latest Practicable Date except for January and February 2004, in which, the average
daily trading volume was approximately 2.36% and 2.29% of the Shares in issue and
approximately 5.01% and 4.85% on the Latest Practicable Date respectively.

After the publication of the Announcement in relation to the Offers, trading in
the Shares became relatively active during the Latest Period with the average daily
trading volume thereof representing approximately 1.33% to the total Shares in issue
as at the Latest Practicable Date whilst the Shares were traded higher than the Share
Offer Price throughout the Latest Period. Such active trading in the Shares may
reflect the market response to the Offers. However, Independent Shareholders should
note that it is uncertain whether such active trading in the Latest Period could sustain
and they are able to dispose of their Shares at a price higher than the Share Offer
Price after the close of the Offers.

(c) Net asset value per Share

The audited consolidated net tangible asset value (“NTA”) of the Group as at 31
December 2003 was approximately HK$344.0 million or approximately HK$0.249
per Share (based on 1,382,036,408 Shares then in issue). The Share closing price on
29 October 2004, being the last full trading day prior to the Suspension, was
HKS$0.405, representing a premium of approximately 62.7% over the NTA per Share
as at 31 December 2003, while the Share Offer Price was HK3$0.35, representing a
premium of approximately 40.6% over the NTA per Share as at 31 December 2003.

Based on the unaudited NTA of the Group as at 30 June 2004 of approximately
HK$386.2 million or approximately HK$0.244 per Share (based on 1,582,036,408
Shares then in issue as at 30 June 2004), the closing price on 29 October 2004 of
HKS0.405 represents a premium of approximately 66.0% over the unaudited NTA per
Share as at 30 June 2004 while the Share Offer Price of HK$0.35 represents a premium
of approximately 43.4% over the unaudited NTA per Share as at 30 June 2004.

The accounting treatments in respect of property interests stated in the valuation
report (“Valuation Report™) prepared by Vigers Appraisal & Consulting Limited
(which is set out in Appendix 2 to the Offeree Document) are set out in the paragraph
headed “Information regarding the Group” in the letter from Board in the Offeree
Document. We have discussed with the management of the Company regarding the
accounting treatments and the Valuation Report and the Directors advised us that a
deficit of approximately HK$70.3 million would arise from the revaluation of
investment properties while they are not aware of any adjustment to be made for the
rest of the properties in accordance with the valuation report. Independent
Shareholders are advised to refer to the paragraph headed “Information regarding the
Group” in the letter from the Board for details of the Group’s accounting treatments
and should also note that the deficit arising from the valuation of the investment
properties and the accounting treatments of properties (other than investment
properties) as mentioned therein are subject to statutory audit to be carried out by the
auditors of the Company for the year ending 31 December 2004. Based on the
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information as disclosed in the section headed “Material change” in Appendix 1 to
the Offeree Document, the Group’s reassessed NTA (“Reassessed NTA”) is set out as
follows:

Table 3: Reassessed net tangible asset of the Group

HK’000
Unaudited NTA of the Group as at 30 June 2004 386,204
Less: Deficit arising from the revaluation of
investment properties as at 11 November 2004 {70,264)
Net loss arising from the disposal of properties
in August and November 2004 (3,771)
Reassessed NTA of the Group 312,169
Reassessed NTA of the Group per Share
(based on 1,588,036,408 Shares in issue as at
the Latest Practicable Date as enlarged by the exercise
of the rights under the Options by two Directors, details
of which are set out in the paragraph headed “Dealings in
the securities of the Company by the Directors” under the
section headed “Disclosure of Interests” in Appendix 3

to the Offeree Document) HK$0.197

As advised by the Directors, based on the unaudited NTA of the Group as at 30
June 2004 having adjusted for the deficit arising from the revaluation of investment
properties as per the Valuation Report) and net loss arising from the disposal of
properties, which took place in August and November 2004, the Reassessed NTA
will be approximately HK$312.2 million or approximately HK$0.197 per Share
{based on 1,588,036,408 Shares in issue as at the Latest Practicable Date), the
closing price on 29 October 2004 of HK$0.405 represents a premium of approximately
105.6% over such Reassessed NTA per Share while the Share Offer Price represents
a premium of approximately 77.7% over such Reassessed NTA per Share.

We have considered a comparison of listed companies in Hong Kong to provide
a general reference for the Group’s NTA. We have examined a total of seven
companies (“Comparable Companies”™) which are principally engaged in the
manufacturing and sale of electric appliances with revenue derived therefrom
accounted for over 50% of their total turnover for the last financial year. We consider
that the business nature of those Comparable Companies are generally in line with
that engaged by the Group and a summary of their premium/discounts of NTA per
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share represented by their respective share closing prices as at 29 October 2004 is set
out as follows:

Table 4: Net tangible asset value of the Company and all of the Comparable

Companies
Premium/(discount)
of share price®
over latest
Stock code Company name NTA®/share (%)
382 The Company®®
—  based on the audited NTA of approximately
HK$0.249 per Share as at 31 December 2003 40.6
—  based on the unaudited NTA of approximately
HKS$0.244 per Share as at 30 June 2004 43.4
—  based on the Reassessed NTA of approximately
HK$0.197 per Share 77.7
81 Shell Electric Manufacturing - (57.4)
(Holdings) Co., Limited
229 Raymond Industrial Limited 18.1
607 Warderly International Holdings Limited 32.5
684 Allan International Holdings Limited (5.0)
723 Anex International Holdings Limited (69.0)
921 Guangdong Kelon Electrical 13.1
Holdings Co., Limited
2326 BEP International Holdings Limited (22.5)

Notes: (1) based on the share closing price as at 29 October 2004, being the last full trading day
before Suspension
(2) based on the latest published financial statements
(3) based on the Share Offer Price

As at 29 October 2004, being the last full trading day before Suspension, three
of the Comparable Companies had their share prices traded at premiums ranging
from approximately 13.1% to 32.5% over latest published NTA respectively, while
the rest were traded at discounts ranging from approximately 5.0% to approximately
69.0% to their respective latest published NTA per share with an average discount of
approximately 38.5%.

Based on the fact that (i) the Shares had been traded below the Share Offer
Price of HK$0.35 per Share for most of the time during the One-year Period, except
for the period from 7 January 2004 to 27 February 2004 and the period from 27
September 2004 to 29 October 2004; (ii) the trading volume of the Shares on the
Stock Exchange during the One-year Period was relatively thin except for December
2003 and January 2004, such that it may be difficult for the Shareholders to dispose
of their Shares without adversely affecting the market price of the Shares; and (1i1)
the Share Offer Price represents a premium of approximately 40.6%, 43.4% and
77.7% over the Group’s latest audited NTA per Share, the latest published unaudited
NTA per Share and the Reassessed NTA per Share respectively (which are the
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highest amongst those of the Comparable Companies), we consider that the Share
Offer provides an opportunity for the Independent Shareholders to realise their
shareholdings in the Company.

2. Price-to-earnings ratio and dividend yield
In order to assess the reasonableness of the Share Offer Price, we have also made
reference to the price-to-earnings ratio (“PER”) and dividend yield of the Comparable

Companies, the results of which are summarised as follows:

Table 5: PER and dividend yield of the Company and the seven Comparable Companies

Stock.
code Company name PER Dividend yield
' (times) (%)
382 The Company
* based on the closing price on 29 October 2004 N/A N/A
* based on the Offer Price N/A N/A
&1 - Shell Electric Manufacturing (Holdings) Co., Limited 8.3 6.1
229 Raymond Industrial Limited 87 6.2
607 Warderly International Holdings Limited 5.1 5.9
684 Allan International Holdings Limited 9.1 6.4
723 Anex International Holdings Limited N/A N/A
921 Guangdong Kelon Electrical Holdings Co., Limited 13.0 N/A
2326 BEP International Holdings Limited N/A N/A
Average 8.8 6.2

Note: PER and dividend yield are calculated based on the information disclosed in the respective latest
published audited profit and loss accounts of the Comparable Companies and the respective share
closing price on 29 October 2004.

For the year ended 31 December 2003, the audited consolidated loss attributable to
Shareholders amounted to approximately HK$77.0 million, representing a loss per Share
of approximately 5.6 cents. Hence, no PER has been appraised to the Company. We note
that two of the Comparable Companies have no PERs appraised as losses have been
recorded for their past financial years and the PERs of the remaining five Comparable
Companies range from approximately 5.1 times to 13.0 times with an average of
approximately 8.8 times.

For the year ended 31 December 2003, no dividend was declared by the Company.
We note that four of the Comparable Companies have dividend yield ranging from
approximately 5.9% to 6.4% with an average of approximately 6.2% and the remaining
three Comparable Companies have no dividend declared for their past financial years.

The above comparison, which shows a majority of the Comparable Companies
reported profits and four of them paid out dividend for their past financial years, suggests
that both operating performance and dividend yield of most of the Comparable Companies
are better than those of the Company. As such, we are of the opinion that the Share Offer

_26—




LETTER FROM DAO HENG SECURITIES

would provide the Independent Shareholders with an opportunity to realise their
investments.

3. Financial performance

The Group is principally engaged in the manufacturing and sale of household electric
appliances, which include air-conditioners, refrigerators and mini-refrigerators. The
following table summarises the Group’s audited/ unaudited consolidated turnover,
operating profit/(loss) and profit/(loss) attributable to Shareholders for the three financial
years ended 31 December 2003 and the six months ended 30 June 2004:

Tablie 6: The audited consolidated resulits for the three years ended 31 December 2003
and the unaudited consolidated results for the six months ended 30 June
2004 of the Group

Unaudited

consolidated

Audited consolidated results for

results for the year the six

ended 31 December months ended

2001 2002 2003 30 June 2004

(“FY2001”)  (“FY2002”) (“FY2003”) (“Interim Period”)

HKS$'000 HK$'000 HK$’000 HK$°000

Turnover 1,650,988 1,261,072 1,573,322 1,199,522
Operating profit/(loss) 73,143 (199,822) (34,147) (20,156)

Profit/(loss) attributable

to Shareholders 10,759 (250,359) (76,976) (44,625)

According to the Company’s annual report 2001, the sales volume of the Group’s air-
conditioners has achieved steady growth for FY2001. Both the total number of air-
conditioners and refrigerators sold increased by approximately 10% as compared to that of
the year ended 31 December 2000 (“FY2000”). However, the turnover of the Group’s air-
conditioner and refrigerator businesses for FY2001 dropped by approximately 10% and
6% respectively, resulting in a decrease in overall turnover of approximately 9.0%. The
Directors attributed such drop in turnover to the fierce price competition encountered in
the domestic household appliance industry in the PRC, resulting in a significant decrease
in the overall price level which severely reduced the profit margin of the industry as a
whole. Together with the fact that other operating costs, including distribution costs and
administrative costs, and finance costs remained at the similar level with that of FY2000,
the Group’s profit attributable to Shareholders dropped by approximately 88.1% as
compared to FY2000.

For FY2002, the Group’s turnover tumbled from approximately HK$1,651 million for
FY2001 to approximately HK$1,261 million, representing a drop of approximately 23.6%.
According to the Company’s annual report of FY2002, such drop was mainly due to the
slashing retail price of domestic air-conditioning products in the PRC. As there was no
significant reduction in other operating costs and finance costs, the Group became loss
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making in FY2002 with loss attributable to Shareholders of approximately HK$250
million for FY2002.

The Group recorded a turnover amounted to approximately HK$1,573 million for
FY2003, representing an increase of approximately 24.8% as compared to that of FY2002.
As stated in the Company’s annual report for FY2003, the Group suffered from intense
market competition, outbreak of severe acute respiratory syndrome, cool-summer climate,
dropping selling price and surging cost. Through measures like stringent cost control,
improved operating efficiency, brand establishment and enhanced product development,
the Group’s performance showed improvement during FY2003. As advised by the
Directors, the Group’s increase in gross profit margin for FY2003 as compared with the
previous year from approximately 13.3% to 19.1% was mainly due to the fact that (i) the
Group sold a substantial amount of old modelled air-conditioners and refrigerators in
FY2002 at significant discount as the Group recorded inventory as finished goods
amounted to HK$397.5 million as at 31 December 2001 (against approximately HK$201.0
million as at 31 December 2002) whilst the new models of those products sold in FY2003
yielded a higher gross profit margin; (ii) the Group actively controlled cost from product
development to procurement centre, which implemented bidding system for project
installation and logistic transportation in order to cut cost; and (iii) the increase in the
production volume reduced fixed cost allocated to unit cost resulting in the sales volume
of air-conditioners and refrigerators in FY2003 reached 690,700 units and 786,000 units,
representing an increase of approximately 66% and 24% respectively in comparison with
those iin FY2002. The Group’s overall administrative expenses ratio and distribution cost
ratio decreased by approximately 6% and 2% respectively as compared to FY2002,
resulting in a drop in loss attributable to Shareholders by approximately 69.2% to
approximately HK$77.0 million.

It is noted that the Group’s inventory increased from approximately HK$396.6
million as at 31 December 2002 to approximately HK$549.9 million as at 31 December
2003 representing an increase of approximately 38.7%. As advised by the Directors, such
increase in inventory was mainly due to the inventory at year end was kept to fulfil the
anticipated domestic sales in the first half of 2004 and it is evidenced by the fact that the
turnover for the six months ended 30 June, 2004 increased by approximately 31.8% as
compared with the corresponding period in the previous year. According to the
information provided by the Company, approximately HK$189.4 million of the Group’s
finished goods as at 31 December 2003 were sold during the first half of 2004, representing
approximately 66.3% of the Group’s total finished goods as at 31 December 2003. It is also
stated in the annual report 2003 of the Company that the Group intended to further expand
its business and, therefore, the increase in inventory as at 31 December 2003 was in line
with the management expansion plan.

Independent Shareholders should note that the Group’s financial statements for the
two years ended 31st December, 2003 had been prepared on a going concern basis, the
validity of which depended upon the success of the measures to improve profitability and
cash flows, the successful renewal and/or extension of the short-term bank loans or
alternatively the availability of financing from other sources, and the availability of
additional financing. The accounts did not include any adjustments that would result
should'the Group fail to continue to operate on a going concern. The auditors stated in the
2002 and 2003 annual reports of the Company that they considered that the fundamental
uncertainty had been adequately accounted for and disclosed in the respective accounts
and their opinion was not qualified in this respect.
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According to the statistics published by the National Bureau of Statistics of China,
the retail price index of household electric appliance in the PRC dropped by 6.1%, 5.8%
and 5.8% in 2001, 2002 and 2003 respectively as compared to that of the previous year.
Based on such statistics, we consider that this is in line with what was explained by the
Group for the unsatisfactory results in the past two financial years.

As compared with that of the six months ended 30 June 2003, the Group’s unaudited
turnover for the Interim Period increased by approximately 31.8% to approximately
HK$1,200 million. Whilst the improving turnover recorded for the Interim Period, the
Group’s profit margin was adversely affected by the surging prices of major raw materials
like steel, copper and plastic during the Interim Period and the adjustment of export tax
rebate which led to the rise in production cost. As a result, the gross profit margin
dropped to approximately 10.8% from 12.3% for the same period in FY2003 and the
unaudited consolidated loss attributable to Shareholders for the Interim Period increased
by approximately 61.6% to approximately HK$44.6 million for the Interim Period from
approximately HK$27.6 million for the same period in FY2003.

As illustrated above, the Group’s financial performance fluctuated in the past three
financial years ended 31 December 2003 and the six months ended 30 June 2004 with
losses attributable to Shareholders for two and a half consecutive financial years. Even
with the increase in turnover, the Group’s financial performance was worsened and the
loss attributable to Shareholders surged by approximately 61.6% for the Interim Period as
compared with that of the same period in FY2003. Given the unsatisfactory operating
performance of the Group as mentioned above, the Group’s capability of turning from loss
making to profit making in near future is uncertain.

4. Operating environment of the Group

The Group is principally engaged in the manufacture and sale of household electric
appliances, which include air-conditioners, refrigerators and mini-refrigerators.

As stated in the 2003 annual report of the Group, during the year of 2003, first-tier
brands in the household electric appliance industry self-initiated the reshuffle to expand
its market share by cutting price, which led to vicious price competition. According to the
statistics published by the National Bureau of Statistics of China, the national retail price
of household electric appliances had decreased for the past few years. The following table
summarises the retail price fluctuation for the household electric appliance in the PRC
during the period from 1994 to 2003:

Table 7: Year-on-year change in retail price for household electric appliances from
1994 to 2003

1994 1995 1996 1997 1998 1999 2000 2001 2002  2003*

Year-on-year
percentage
increase/(decrease) 6.7%  0.7% (1.3%) (4.4%) (6.1%) (6.0%) (6.4%) (6.1%) (5.8%) (5.8%)

Noze:

* Household electric appliances were classified under the “household electric appliances and audio-video
equipment” category in 2003,
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As illustrated in Table 7 above, the retail price of household electric appliances,
resulting from keen competition, had decreased for the past few years, which adversely
affected the profitability of market players.

According to a market research conducted by the Market Economy Research Institute
of Development Research Centre of the State Council of the PRC as quoted from an
article headed “Name brands eliminate inferior products on air-conditioner market” (the
“Article”) published by Economic Information and Agency, generally speaking, the PRC
domestic air-conditioner market from 2003 to 2005 is shifting from scattered operations to
being concentrated. The top ten brands, including “Gree”, “MD” (the brand name used by
the group of Midea Group Co., Ltd. for marketing its products), “Kelon” and “Haier”,
accounted for a market share of approximately 85.47% in 2003, increased by nearly 10
percentage points over 2002, while the remaining approximately 14.53% is shared by
more than 200 less famous and inferior brands.

The Article also stated that the production volume in the PRC amounted to about 20
million but sale of about 11 million in the period from September 2002 to July 2003,
leaving new inventories of about 2.36 million. Together with about 7 million inventories at
the end of 2002, the total inventories at the end of July reached 10 million. Up until now,
the sales volume of the air-conditioner industry increased by approximately 1.16% year-
on-year while the sales value declined by approximately 17.01%. The accumulation of
inventories of air-conditioner might deteriorate the profitability of household electric
appliance manufacturers.

According to an article headed “Widened polarisation of refrigerator industry in
China” published on the website of Ministry of Commerce of the PRC, the Chinese
domestic refrigerator manufacturers do not have the ability to integrate the market, but
instead, can just expand their production volume. The local refrigerator market is
overwhelmed by mergers and acquisitions among the domestic brands which serve as self-
rescue actions among domestic brands amid strong challenges from foreign brands. The
incapability for domestic manufacturers to integrate the refrigerator market is mainly due
to that fact that: (i) domestic manufacturers do not possess a comprehensive production
chain that the production of refrigerator compressors depends on cooperative enterprises;
and (i1) there is an imbalance development of the products leading to serious polarisation
of product range, that is, most foreign refrigerator manufacturers focus on luxurious high-
end refrigerator market with higher profit margin, while the domestic manufacturers keep
serving the low-end market.

Given the above, in particular, (i) the decreasing price level of household electric
appliances resulted in keen market competition; (ii) the shifting of the household electric
appliance industry from scattered operation to being concentrated; (iii) the accumulated
inventories of household electric appliance exerted extra downward pressure on the price
level; and (iv) the polarisation of product range between foreign and domestic
manufacturers, the profitability of market players might be further shrunk and as a result,
the operation of the Group may continue to face difficult operating environment in near
future.
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5. Background of Midea International

Details of the background of Midea International are set out in the letter from ICEA
in the Offer Document. As stated in the letter from ICEA in the Offer Document, Midea
International is a company incorporated in Hong Kong with limited liability on 28 July
2004 and is beneficially owned as to 99.9% by Midea Group Co., Ltd., 0.09% beneficially
owned by Mr. He Xiang Jian, who is a director of Midea International, and 0.01%
beneficially owned by Ms. Lu De Yan. Mr, He Xiang Jian, Mr. Li Jian Wei and Mr. Liang
Guo Ping are the directors of Midea International.

As stated in the letter from ICEA contained in the Offer Document, Midea Group
Co., Ltd. is one of the largest household electric appliances manufacturers in the PRC.
The household electric appliance products of Midea Group Co., Ltd. include air
conditioners, electric fans, rice cookers, microwave ovens, etc. which are sold domestically
in the PRC and internationally to various countries including Hong Kong, the United
States of America, Europe, Japan, Canada and Russia. Midea Group Co., Ltd. operates
production facilities in various cities in the PRC including Shunde, Zhongshan, Wuhu,
Wuhan, Huaian and Chongging.

6. Intentions regarding the business of the Group

As stated in the letter from ICEA as contained in the Offer Document, Midea Group
Co., Ltd. and its management staff possess extensive experience, market knowledge and
strengths in management, procurement, sales network, marketing, research and development
and production technology in respect of household electric appliances sales and
manufacturing. Through Midea International, Midea Group Co., Ltd. acquires the
controlling interest in the Company with an aim to deriving synergy and generating
greater economy of scale by close cooperation between the operations and management of
Midea Group Co., Ltd and the Group in order to enhance the business development of
both in future.

Midea International intends that the Company will remain listed on the Stock
Exchange after the close of the Offers. The directors of Midea International and the new
directors appointed to the Board have jointly and severally undertaken to the Stock
Exchange to take appropriate steps following the close of the Offers to ensure that such
number of Shares as may be required by the Stock Exchange are held by the public.

According to Rule 14.81(3) of the Listing Rules, the Stock Exchange has stated
that if, at the ciose of the Offers, less than the minimum prescribed percentage
applicable to the Company, being 25%, of the Shares are held by the public, or if the
Stock Exchange believes that:

(i) a false market exists or may exist in trading of the Shares; or

(ii) there are insufficient Shares in public hands to maintain an orderly market,

it will consider exercising its discretion to suspend dealings in the Shares.
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The Independent Shareholders should note that upon the closing of the Offers, if less
than 25% of the Shares are held by the general public, Midea International will be
required to place down the Shares to maintain sufficient number of Shares in public
hands, any consequential placing down of the Shares may have dampening effect on the
price of the Shares.

7. Board control and management

As stated in the letter from ICEA in the Offer Document, it is expected that three of
the existing Directors, namely, Mr. Li Yu Jun, Mr. Huang Wei Hua (both executive
Directors) and Mr. Lo Wing Sang, Vincent (an independent non-executive Director), will
resign and such resignation will not take effect until the First Closing Date or the date
when the Offers become unconditional, whichever is the later, in compliance with Rule 7
of the Takeovers Code. It is expected that the other existing Directors (including two of
the independent non-executive Directors, namely Mr. Chan Wai Dune and Mr. Lam Ming
Yung) will remain on the Board. It is further stated in the letter from the Board in the
Offeree Document that, immediately after the despatch of the Offer Document on 17
November 2004, five new directors have been appointed as the Directors, namely, Mr.
Fang Hongbo, Mr. Liu Liang, Mr. Li Jianwei, Ms. Yuan Liqun and Mr. Zhang Quan. Mr.
Fang Hongbo, Mr. Liu Liang and Mr. Zhang Quan have been appointed as the executive
Directors while Mr. Li Jianwei and Ms. Yuan Liqun have been appointed as the non-
executive Directors. ~

The following is the brief information on the newly appointed Directors as extracted
from the Offer Document:

Mr. Fang Hongbo, aged 37, obtained a master degree in business administration
from the National University of Singapore. Mr. Fang joined Midea Group Co., Ltd.
in 1992 and had assumed various senior management positions for sales and overall
management of the air-conditioners division of Midea Group Co., Ltd. with
considerable experience. Currently, Mr. Fang is a director of GD Midea Electric
Appliances Co., Ltd. and the president of its refrigeration equipment division.

Mr. Liu Liang, aged 42, obtained a bachelor degree in mechanical engineering
from Shanghai Jiao Tong University. Mr. Liu joined Midea Group Co., Ltd. in 1991
and had assumed various senior management positions for marketing, sales and
overall management of the air-conditioners division of Midea Group Co., Ltd. with
considerable experience. Currently, Mr. Liu is a vice president of the refrigeration
equipment division of GD Midea Electric Appliances Co., Ltd.

Mr. Li Jianwei, aged 38, obtained a master degree in business administration
from Fudan University. Mr. Li joined Midea Group Co., Ltd. in 1994 and had
assumed various senior management positions for strategic development of Midea
Group Co., Ltd.. Currently, Mr. Li is a director and capital investment controller of
Midea Group Co., Ltd.

Ms. Yuan Liqun, aged 35, obtained a master degree in international management
from the Australian National University. Ms. Yuan joined Midea Group Co., Ltd. in
1992 and had assumed various senior management positions for financial and overall
management of Midea Group Co., Ltd. with considerable experience in financial
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Iv.

management. Currently, Ms. Ynan is a director and the financial controller of Midea
Group Co., Ltd.

Mr. Zhang Quan, aged 36, obtained a master degree in international management
from the Australian National University. Mr. Zhang joined Midea Group Co., Ltd. in
1991 and had assumed various senior management positions for financial management
for Midea Group Co., Ltd. with considerable experience. Currently, Mr. Zhang is an
assistant of president and the financial controller of the refrigeration equipment
division of GD Midea Electric Appliances Co., Ltd.

Based on the above information, with their experience gained from Midea Group

Co., Ltd., which is one of the largest household electric appliances manufacturers in the
PRC, we consider that the newly appointed Directors possess requisite knowledge and
experience in household electric appliance industry so as to enhance the business
development of the Company in the future.

PRINCIPAL FACTORS CONSIDERED RELATING TO THE OPTION OFFER

We have taken into account the following factors in assessing the reasonableness and

fairness of the Option Offer:

the 800,000 outstanding Type [ Options, entitling holders thereof to subscribe for an
aggregate of 800,000 Shares at an exercise price of HK$0.93 per Share at any time
before 30 September 2007, are currently out of money;

nil outstanding Type II Options (as all Type II Options have been exercised as at the
Latest Practicable Date) entitle holders thereof to subscribe for Shares at an exercise
price of HK$0.244 per Share at any time before 17 February 2010. The offer price of
HK§0.106 per Type II Option is equivalent to the “see-through” value of Type 11
Option and represents the difference between the Share Offer Price and the
subscription price of Type Il Option;

the 160,000 outstanding Type III Options entitle holders thereof to subscribe for an
aggregate of 160,000 Shares at an exercise price of HK$0.211 per Share at any time
before 4 July 2010. The offer price of HK$0.139 per Type III Option is equivalent to
the “see-through” value of Type III Option and represents the difference between the
Share Offer Price and the subscription price of Type 1II Option; and

our consideration as to the fairness and reasonableness of the Share Offer Price has
been set out in Section III above.

Optionholders should note that the Options were issued pursuant to the 1993 Share Option

Scheme. It is stated in the letter from the Board that according to the rules of the 1993 Share
Option Scheme, in the event that any person shall have obtained control of the Company, the
Directors shall as soon as practicable thereafter notify every holder for the time being of
options accordingly and each holder shall, subject to the original expiry date of the options, be
entitled at any time within the period of twelve months after such control has been obtained to
exercise any option in whole or in part, and to the extent that it has not been so exercised, any
option shall upon the expiry of such period cease and determine. As Midea International has
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obtained control of the Company (within the meaning of the 1993 Share Option Scheme) upon
completion of the Sale and Purchase Agreement, the Directors have on 30 November 2004
issued a notice to the holders for the time being of the options accordingly and the expiry date
of the Options thus became 10 November 2005.

V. RECOMMENDATIONS
1.  Share Offer
Having considered the above factors and reasons, and in particular that:

° the Share Offer Price represents a premium of approximately 11.1% over and a
discount of approximately 8.6% to the average closing prices per Share during
the One-year Period and the one month ended 29 October 2004, being the last
full trading day before the Suspension, respectively. The Shares were traded
below the Share Offer Price in 180 trading days out of a total of 247 trading
days in One-year Period;

. average daily trading volume of the Shares in the One-year Period was relatively
thin that it represented below 2% of the public shareholding of the Company
most of the time in the One-year Period;

. the Share Offer Price represents a premium of approximately 40.6%, 43.4% and
77.7% over the Group’s audited NTA per Share of approximately HK$0.249 as
at 31 December 2003, unaudited NTA per Share of approximately HK$0.244 as
at 30 June 2004 and the Reassessed NTA of approximately HK$0.197
respectively, which are the highest amongst those of the Comparable Companies;

o since audited consolidated loss attributable to the Shareholders was recorded for
the year ended 31 December 2003, no PER has been appraised to the Company,
as opposed to the PERs of the five Comparable Companies ranging from
approximately 5.1 times to 13.0 times (where two out of seven Comparable
Companies have no PERs appraised as losses have been recorded for their
respective latest financial year);

. for the year ended 31 December 2003, no dividend was declared by the
Company, while the dividend yields of four Comparable Companies ranged
from approximately 5.9% to approximately 6.4% (where three out of seven
Comparable Companies had no dividend declared for their respective latest
financial year); and

*  the Group’s financial performance fluctuated in the past three financial years
ended 31 December 2003 and the six months ended 30 June 2004 with losses
attributable to Shareholders for the latest two and a half consecutive financial
years and the operation of the Group may continue to face difficult operating
environment in the near future (as discussed in the paragraph headed “4.
Operating environment of the Group” in the section headed “IIL. Principal
factors considered relating to the Share Offer” above). The Group’s capability of
turning from loss-making to profit making in near future is uncertain,
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we consider that the terms of the Share Offer are fair and reasonable as far as the
Independent Shareholders are concerned, and advise that the Independent Board
Committee to recommend the Independent Shareholders to accept the Share Offer.

Those Independent Shareholders who wish to realise the value of their Shares during
the Offers period should consider selling in the market the Shares if the net proceeds after
deducting the necessary expenseé, such as brokerage fee, SFC transaction levy, investor
compensation levy and SEHK trading fee, exceeds the net proceeds receivable by
accepting the Share Offer.

However, those Independent Shareholders who, after considering the information on
the Share Offer or the background of Midea International or its future intention regarding
the Group as well as the experience of the newly appointed Directors, are attracted by the
new management team and new controlling shareholder of the Group, should consider
retaining some or all of their Shares.

Those Independent Shareholders should note that although trading in the Shares
became relatively active and the Shares were traded above the Share Offer Price during the
Latest Period, it is uncertain whether such active trading in the Latest Period could sustain
and they are able to dispose of their Shares at a price higher than the Share Offer Price
after the close of the Offers.

2. Option Offer

Having considered the principal factors in relation to the Option Offer as set out in
section IV headed “Principal factors considered relating to the Option Offer” and in
particular, that (i) the Type 1 Options are currently out of money; (ii) the offer price of
HKS$0.106 per Type Il Option is equivalent to the “see-through” value of Type II Option;
(iii) the offer price of HK$0.139 per Type III Option is equivalent to the “see-through”
value of Type II1 Option; and (iv) our consideration as to the fairness and reasonableness
of the Share Offer Price has been set out in Section IIT above, we consider that the
respective offer price of HK$0.01 per Type I Option, HK$0.106 per Type IT Option and
HK$0.139 per Type III Option, is fair and reasonable. Accordingly, we advise the
Independent Board Committee to recommend the Optionholders to accept the Option

Offer.

Those Optionholders who wish to realise the value of their Options during the Offers
period should consider selling in the market the Shares from exercise of the subscription
rights under the Share Options if the net proceeds after deducting the exercise price and
necessary expenses exceeds the net proceeds receivable by accepting the Option Offer.

However, those Optionholders who, after considering the information on the Option
Offer or the background of Midea International and its future intention regarding the
Group as well as the experience of newly appointed Directors, are attracted by the new
management team of the Group, should consider retaining some or all of their Options or
exercising some or all of their subscription rights under the Options and retaining their
Shares thereupon. Nevertheless, Optionholders should note that the Options were issued
pursuant to the 1993 Share Option Scheme. It is stated in the letter from the Board that
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acconding to the rules of the 1993 Share Option Scheme, in the event that any person shall
have obtained control of the Company, the Directors shall as soon as practicable thereafter
notify every holder for the time being of options accordingly and each holder shall,
subject to the original expiry date of the options, be entitled at any time within the period
of twelve months after such control has been obtained to exercise any option in whole or
in part, and to the extent that it has not been so exercised, any option shall upon the expiry
of such period cease and determine. As Midea International has obtained control of the
Company (within the meaning of the 1993 Share Option Scheme) upon completion of the
Sale and Purchase Agreement, the Directors have on 30 November 2004 issued a notice to
the holders for the time being of the options accordingly and the expiry date of the
Options thus became 10 November 2005,

Yours faithfully,
For and on behalf of
Dao Heng Securities Limited
Venus Choi
Executive Director
Jenny Leung Frankie Yan
Director, Corporate Finance Director, Corporate Finance
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THREE YEARS SUMMARY
The following is a summary of the results of the Group for the three financial years ended
31 December 2003 as extracted from the respective annual reports of the Company for the three

years ended 31 December 2003:

Year ended 31 December

2003 2002 2001
(HKS$'000) (HK§°000) (HK$§'000)
Turnover 1,573,322 1,261,072 1,650,988
Cost of sales (1,273,263) (1,093,402) (1,216,590)
Gross Profit 300,059 167,670 434,398
Other revenue 15,155 13,760 32,848
Other operating expenses (5,096) (1,570) (2,784)
Distribution expenses (224,804) (207,790) (244,776)
Administrative expenses (119,461) (171,892) (146,543)
Operating loss (34,147) (199,822) 73,143
Finance costs, net (32,282) (33,398) (36,613)
Share of losses of
associated companies (1,197) (6,663) 70
Loss before taxation (67,626) (239,883) 36,600
Taxation (6,506) (3,237) (13,689)
Loss after taxation (74,132) (243,120) 22,911
Minority interests (2,844) (7,239) (12,152)
Loss attributable to shareholders (76,976) (250,359) 10,759
Dividends — - -
Earnings/(Losses) per share
— basic HKS$(5.6) cents HKS$(18.1) cents HK$0.8 cents
— diluted HKS$(5.6) cents HKS$(18.1) cents HKS$0.8 cents

Note: There are no extraordinary/exceptional items which are separately disclosed as required by the
accounting standards generally accepted in Hong Kong.
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AUDITED CONSOLIDATED FINANCIAL STATEMENTS

Set out below (from this page to page 57) is a reproduction of the report of the auditors in
respect of the financial statements of the Company for the year ended 31 December 2003
which appeared in the Company’s 2003 annual report. Reference to page numbers in the report
of the auditors is to the page numbers in the Company’s 2003 annual report.

PRCEAATERHOUSE(QOPERS

Eiﬁi;ﬁ%ﬂﬁm$i§ﬁﬁ PricewaterhouseCoopers

33/F, Cheung Kong Center
2 Queen’s Road Central
Hong Kong

Telephone (852) 2289 8888
Facsimile (852) 2810 9888
www.pwchk.com

AUDITORS’ REPORT TO THE SHAREHOLDERS OF HUALING HOLDINGS
LIMITED

(Formerly known as GZITIC Hualing Holdings Limited)

(Incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 30 to 85 which have been prepared in accordance
with accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Hong Kong Companies Ordinance requires the directors to prepare accounts which
give a true and fair view. In preparing accounts which give a true and fair view it is
fundamental that appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those
accounts and to report our opinion solely to you, as a body, in accordance with section 141 of
the Hong Kong Companies Ordinance, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by
the Hong Kong Society of Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the accounts. It also includes an assessment
of the significant estimates and judgements made by the directors in the preparation of the
accounts, and of whether the accounting policies are appropriate to the circumstances of the
Company and the Group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with sufficient evidence to give
reasonable assurance as to whether the accounts are free from material misstatement. In
forming our opinion we also evaluated the overall adequacy of the presentation of information
in the accounts. We believe that our audit provides a reasonable basis for our opinion.
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FUNDAMENTAL UNCERTAINTY

In forming our opinion, we have considered the adequacy of the disclosures made in Note
1 to the accounts concerning the adoption of the going concern basis for the preparation of the
accounts. As detailed in Note 1 to the accounts, the Group incurred a consolidated net loss
attributable to the shareholders of HK$76,976,000 for the year ended 31st December 2003 and
had net current liabilities of HK$337,251,000 as of 31st December 2003. The Group largely
finances its day-to-day working capital requirements using short-term bank loans. As disclosed
in Note 21 to the accounts, certain bank loans are due for repayment in 2004. The Group is
currently negotiating with its bankers to roll over these loans and/or to extend their repayment
terms and for additional financing to meet its estimated needs. Bank loans of approximately
HK$196,000,000 outstanding as at 31st December 2003 have subsequently been rolled over for
a further year and no loan facilities have been withdrawn by the banks since that date. At the
same time, the Group is taking steps to improve the profitability and cash flows of its
operations.

The accounts have been prepared on a going concern basis, the validity of which depends
upon the success of the measures to improve profitability and cash flows, the successful
renewal and/or extension of the short-term bank loans or alternatively the availability of
financing from other sources, and the availability of additional financing. The accounts do not
include any adjustments that would result should the Group fail to continue to operate as a
going concern. Details of the circumstances relating to this fundamental uncertainty are
described in Note 1 to the accounts. We consider that the fundamental uncertainty has been
adequately accounted for and disclosed in the accounts and our opinion is not qualified in this
respect.

OPINION

In our opinion the accounts give a true and fair view of the state of affairs of the Company
and of the Group as at 31st December 2003 and of the Group’s loss and cash flows for the year
then ended and have been properly prepared in accordance with the Hong Kong Companies
Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 22nd April 2004
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Consolidated Profit and Loss Account
For the year ended 31st December 2003

2003 2002

Notes HK§'000 HK$°000

Turnover 3 1,573,322 1,261,072
Cost of sales (1,273,263) (1,093,402)
Gross profit 300,059 167,670
Other revenue 3 15,155 13,760
Other operating expenses (5,096) (1,570)
Distribution costs (224,804) (207,790)
Administrative expenses (119,461) (171,892)
Operating loss 4 (34,147) (199,822)
Finance costs, net ’ 5 (32,282) (33,398)
Share of losses of associated companies (1,197) (6,663)
Loss before taxation (67,626) (239,883)
Taxation 6 (6,506) (3,237)
Loss after taxation (74,132) (243,120)
Minority interests (2,844) (7,239)
Loss attributable to shareholders 7 (76,976) (250,359)
Dividends 8 - -
Basic loss per share 9 HK(5.6) cents  HK(18.1) cents
Diluted loss per share 9 HK(5.6) cents  HK(18.1) cents
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FINANCIAL INFORMATION ON THE GROUP

Consolidated Balance Sheet
As at 31st December 2003

Non-current assets
Intangible assets
Property, plant and equipment

Interests in associated companies

Other non-current assets

Current assets
Inventories
Due from related companies
Trade and other receivables
Prepaid value-added tax
Pledged bank deposits
Bank balances and cash

Current liabilities
Due to related companies
Trade and other payables
Taxes payable
Provisions for warranty

Short-term bank loans, secured

Net current liabilities

Total assets less current liabilities

Financed by:
Share capital
Reserves

Shareholders’ funds
Minority interests

Non-current liabilities
Long-term bank loans
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Notes

11
12
14

15
29
16
17

18(b)

29
18
19
20
21

23(a)
24

21

2003 2002
HKS$'000 HKS$'000
9,585 10,616
729,182 769,662
29,063 30,260
2,462 2,449
770,292 812,987
549,900 396,596
116 593
370,504 249,054
61,839 42,818
128,059 -
132,716 174,262
1,243,134 863,323
9,260 18,320
1,041,341 612,804
1,748 25,814
17,399 16,110
510,637 491,876
1,580,385 1,164,924
(337,251) (301,601)
433,041 511,386
138,204 138,188
215,334 293,272
353,538 431,460
51,352 41,334
28,151 38,592
433,041 511,386




APPENDIX 1 FINANCIAL INFORMATION ON THE GROUP

Balance Sheet
As at 31st December 2003

2003 2002
Notes HK$000 HKS$ 000
Non-current assets
Property, plant and equipment 12 305 524
Investments in subsidiaries 13 311,772 359,680
312,077 360,204
Current assets
Trade and other receivables 16 409 445
Bank balances and cash 1,600 15,239
2,009 15,684
Current liabilities
Due to related companies 29 461 2,553
Trade and other payables 18 9,390 8,007
9,851 10,560
Net current (liabilities)/assets (7.842) 5,124
Total assets less current liabilities 304,235 365,328
Financed by:
Share capital 23(a) 138,204 138,188
Reserves 24 166,031 227,140
304,235 365,328
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Consolidated Statement of Changes in Equity

For the year ended 31st December 2003

Total equity as at 1st January
Net loss not recognised in the profit
and loss account
Exchange differences arising on
translation of the accounts of

foreign subsidiaries and
associated companies

Loss attributable to shareholders
Issue of shares

Share issue expenses

Total equity as at 31st December
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Notes

24

24

23, 24

24

2003 2002
HKS$'000 HKS$’000
431,460 681,677
(977) (158)
430,483 681,519
(76,976) (250,359)
34 309

(3) 9
353,538 431,460
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Consolidated Cash Flow Statement
For the year ended 31st December 2003

Net cash inflow generated from operations
Interest paid
[nterest. received
Overseas taxation paid
Bank handling charges paid

Net cash inflow from operating activities

Investing activities
Purchases of property, plant and equipment
Increase in construction-in-progress
Increase in investment in an associated company
Increase in other non-current assets
Dividends received
Receipt of government subsidies

Net cash outflow from investing activities
Net cash inflow before financing activities
Financing activities

Issue of ordinary shares

Share issue expenses

Proceeds from bank loans

Repayment of bank loans

Repayment of other short-term borrowings

Cash contributed by a minority shareholder
Increase in pledged bank deposits

Net cash outflow from financing activities
Decrease in cash and cash equivalents
Cash and cash equivalents at 1st January

Cash and cash equivalents at 3 1st December

Analysis of balances of cash and cash equivalents
Bank balances and cash
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2003

Notes HKS$'000

26(a) 150,011

(33,308)
2,969
(11,060)
(1,943)
106,669
(27,255)
(13,260)
(13)
4,847
(35,681)

70,988

34

3)
571,630
(563,310)

7,174
(128,059)

26(b) (112,534)
(41,546)
174,262

132,716

132,716

2002
HK3°000

162,559
(39,205)

7216
(6,885)

(1,409)

122,276

(73,788)
(28,326)
(1,113)
(872)
326
3,026

(100,747)

21,529

309
)
533,986
(538,592)
(30,000)

(34,306)
(12,777)
187,039

174,262

174,262
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Notes to the Accounts
1. BASIS OF PREPARATION

Although the Group incurred a consolidated net loss attributable to the shareholders of
HK$76,976,000 for the year ended 3 1st December 2003, and had net current liabilities of HK$337,251,000
as at 31st December 2003, the going concern basis has been adopted by the directors in the preparation
of these accounts after considering the following:

(a) The adoption of various measures to continue to improve the Group’s operational performance,
including expansion into new markets and the implementation of cost controls.

(b) As disclosed in Note 21 to the accounts, certain bank loans, with which the Group largely
finances its day-to-day working capital requirements, are due for repayment in 2004. The
Group is currently negotiating with its bankers to roll over these loans and/or to extend their
repayment terms and for additional financing to meet its estimated needs. Bank loans of
approximately HK$196,000,000 outstanding as at 31st December 2003, which matured before
the date of approval of these accounts, have subsequently been rolled over for a further year
and no loan facilities have been withdrawn by the banks during this same period.

(c¢) The Group is also actively exploring the availability of alternative sources of financing
should its negotiations with its current bankers not be fully successful. As disclosed in Note
30 to the accounts, in February 2004, the Company issued 200,000,000 shares to third-party
investors at a price of HK$0.40 per share through a placing and subscription arrangement.
The net proceeds from the subscription of HK$77,000,000 have been received by the
Company and will be used to increase the production capacity of and as general working
capital of the Group.

2. PRINCIPAL ACCOUNTING POLICIES

The accounts have been prepared in accordance with accounting principles generally accepted in
Hong Kong and comply with accounting standards issued by the Hong Kong Society of Accountants
(“HKSA”). They have been prepared under the historical cost convention except that, as disclosed in the
accounting policies below, certain properties are stated at fair value.

In current year, the Group adopted Statement of Standard Accounting Practice (“SSAP”) No. 35
“Government Grants and Disclosure of Government Assistance” and SSAP No. 12 “Income Taxes”
issued by the HKSA which are effective for accounting periods commencing on or after 1st July 2002
and 1st January 2003, respectively.

The adoption of these new polices had no material effect on amounts reported in the prior year.

(a) Group accounting

(i)  Consolidation

The consolidated accounts include the accounts of the Company and its subsidiaries
made up to 31st December.

Subsidiaries are those entities in which the Company, directly or indirectly, controls the

composition of the board of directors, controls more than half of the voting power or holds
more than half of the issued share capital.
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(b)

All significant intercompany transactions and balances within the Group are eliminated
on consolidation.

Minority interests represent the interests of outside shareholders in the operating results
and net assets of subsidiaries.

In the Company’s balance sheet the investments in subsidiaries are stated at cost less
iprovision for impairment losses. The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable.

(ii)  Associated companies

An associated company is a company, not being a subsidiary, in which an equity interest
is held for the long-term and significant influence is exercised in its management.

The consolidated profit and loss account includes the Group’s share of the results of
associated companies for the year, and the consolidated balance sheet includes the Group’s
share of the net assets of the associated companies and goodwill/negative goodwill (net of
accumulated amortisation) on acquisition.

Equity accounting is discontinued when the carrying amount of the investment in an
associated company reaches zero, unless the Group has incurred obligations or guaranteed
obligations in respect of the associated company.

Unrealised gains on transactions between the Group and its associates are eliminated to
the extent of the Group’s interest in the associates; unrealised losses are eliminated unless the
transaction provides evidence of an impairment of the asset transferred.

(iii) Translation of foreign currencies

Transactions in foreign currencies are translated at exchange rates ruling at the
transaction dates. Monetary assets and liabilities expressed in foreign currencies at the
balance sheet date are translated at rates of exchange ruling at the balance sheet date.
Exchange differences arising in these cases are dealt with in the profit and loss account.

The balance sheet of subsidiaries and associated companies expressed in foreign
currencies are translated at the rates of exchange ruling at the balance sheet date whilst the
profit and loss account is translated at an average rate. Exchange differences are dealt with as
a movement in reserves.

Intangible assets

(i)  Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the
Group’s share of the net assets of the acquired subsidiary at the date of acquisition.

Goodwill on acquisitions that occurred prior to Ist January 2001 was eliminated against

reserves. Any impairment arising on such goodwill is accounted for in the profit and loss
account.
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(c)

Goodwill on acquisitions occurring on or after Ist January 2001 is included in
intangible assets and is amortised using the straight-line method over its estimated useful life.
For all goodwill on acquisition is generally amortised over 10 years.

(ii) Taxi licenses

Expenditure on acquired taxi licenses is capitalised and amortised using the straight-
line method over their useful lives, but not exceeding 20 years. Taxi licenses are not revalued
as there is no active market for these assets.

(1ii) Research and development costs

Research costs are expensed as incurred. Costs incurred on development projects
relating to the design and testing of new or improved products are recognised as an intangible
asset where the technical feasibility and intention of completing the product under
development has been demonstrated and the resources are available to do so, costs are
identifiable and there is an ability to sell or use the asset that will generate probable future
economic benefits. Such development costs are recognised as an asset and amortised on a
straight-line basis over a period of not more than 5 years to reflect the pattern in which the
related economic benefits are recognised. Development costs that do not meet the above
criteria are expensed as incurred. Development costs previously recognised as an expense are
not recognised as an asset in the subsequent period.

(iv) Impairment of intangible assets

Where an indication of impairment exists, the carrying amount of any intangible asset,
including goodwill previously written off against reserves, is assessed and written down
immediately to its recoverable amount. Such impairment loss is recognised in the
consolidated profit and loss account.

Property, plant and equipment
(i) Investment properties

Investment properties are interests in land and buildings in respect of which
construction work and development have been completed and which are held for their
investment potential, any rental income being negotiated at arm’s length.

Investment properties are valued at intervals of not more than three years by
independent valuers. The valuations are on an open market value basis related to individual
properties and separate values are not attributed to land and buildings. The valuations are
incorporated in the annual accounts. Increases in valuation are credited to the investment
properties revaluation reserve. Decreases in valuation are first set off against increases on
earlier valuations on a portfolio basis and thereafter are debited to operating profit. Any
subsequent increases are credited to operating profit up to the amount previously debited.

Upon the disposal of an investment property, the relevant portion of the revaluation

reserve realised in respect of previous valuations is released from the investment properties
revaluation reserve to the consolidated profit and loss account.
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(ii) Construction-in-progress

Construction-in-progress represents plant and properties under construction and is
stated at cost less accumulated impairment losses. This includes cost of construction, plant
and equipment and other direct costs as well as interest charges and exchange differences
arising from foreign currency borrowings used to finance these projects during the
construction, installation and testing periods.

Construction-in-progress is not depreciated until such time as the assets are completed
and ready for their intended use.

(iii) Other property, plant and equipment

Property, plant and equipment, other than investment properties and construction in
progress, are stated at cost less accumulated depreciation and accumulated impairment losses.
The cost of an asset comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its intended use. Expenditures
incurred after the property, plant and equipment have been put into operation, such as repairs
and maintenance and overhaul costs, are normally charged to the profit and loss account in
the period in which they are incurred. In situations where it can be clearly demonstrated that
the expenditures have resulted in an increase in the future economic benefits expected to be
obtained from the use of the property, plant and equipment, the expenditures are capitalised
as additional costs of the property, plant and equipment.

(iv) Depreciation

Leasehold land of other property, plant and equipment is depreciated over the period of
the lease while other property, plant and equipment are depreciated at rates sufficient to write
off their cost less accumulated impairment losses over their estimated useful lives on a
straight-line basis after taking into account of the estimated residual value. The expected
useful lives are as follows:

Estimated useful lives

Land use rights 50 years
Buildings 10 years to 30 years
Plant and machinery 10 years to 20 years
Furniture, fixture and electronic equipment 5 years to 10 years
Motor vehicles 5 years to 10 years
Computer equipment S years
Moulds and other equipment 2 years to 10 years

(v) Impairment and gain or loss on sale

At each balance sheet date, both internal and external sources of information are
considered to assess whether there is any indication that assets, including construction-in-
progress and other property, plant and equipment, are impaired. If any such indication exists,
the recoverable amount of the asset is estimated and where relevant, an impairment loss is
recognised to reduce the asset to its recoverable amount. Such impairment losses are
rrecognised in the consolidated profit and loss account except where the asset is carried at
valuation and the impairment loss does not exceed the revaluation surplus for that same asset,
in which case it is treated as a revaluation decrease.
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The gain or loss on disposal of a property, plant and equipment other than investment
properties is the difference between the net sales proceeds and the carrying amount of the
relevant asset, and is recognised in the consolidated profit and loss account.

(d) Government grants

A government grant is recognised, when there is a reasonable assurance that the Group will
comply with the conditions attaching with it and that the grant will be received.

Grants relating to income are deferred and recognised in the profit and loss account over the
period necessary to match them with the costs they are intended to compensate.

(e) Operating leases

Leases where substantially all the risks and rewards of ownership of assets remain with the
leasing company are accounted for as operating leases. Payments made under operating leases net
of any incentives received from the leasing company are charged to the consolidated profit and loss
account on a straight-line basis over the lease periods.
(f) Inventories

Inventories comprise stocks and work in progress and are stated at the lower of cost and net
realisable value. Cost, calculated on the first-in, first-out basis, comprises materials, direct labour
and an appropriate proportion of all production overhead expenditure. Net realisable value is
determined on the basis of anticipated sales proceeds less estimated selling expenses.

(g) Trade receivable

Provision is made against trade receivable to the extent they are considered to be doubtful.
Trade receivable in the balance sheet are stated net of such provision,

(h) Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the

‘cash flow statement, cash and cash equivalents comprise cash on hand and deposits held at call

with banks.
(i) Provisions for warranty

Provisions are recognised when the Group has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can be made.

The Group recognises a provision for repairs or replacement of products still under warranty

period at the balance sheet date. This provision is calculated based on past history of the level of
repairs and replacements.
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(j) Employee benefits
(i)  Employee leave entitlements

Employee entitlements to annual leave and long service leave are recognised when they
accrue to employees. A provision is made for the estimated liability for annual leave and long
service leave as a result of services rendered by employees up to the balance sheet date.

(ii) Retirement benefits obligation

The Group has arranged for its Hong Kong employees to join the Mandatory Provident
Fund Scheme (the “MPF Scheme”), a defined contribution scheme managed by an
independent trustee. The Group’s subsidiaries incorporated in Mainland China make
contributions to a state-sponsored defined contribution scheme for the Group’s local staff on
ra monthly basis pursuant to laws of the Peoples’ Republic of China (the “PRC”) and relevant
rregulations issued by local social security authorities.

The Group’s contributions to the defined contribution retirement schemes are expensed
las incurred.

(iti) Equity compensation benefits

Share options are granted to directors and employees. If the options are granted at the
market price of the shares on the date of the grant and are exercisable at the price, no
compensation cost is recognised. When the options are exercised, the proceeds received net of
any transaction costs are credited to share capital (nominal value) and share premium.

(k) Deferred taxation

Deferred taxation is provided in full, using the liability method, on temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the accounts.
Taxation rates enacted or substantively enacted by the balance sheet date are used to determine
deferred taxation.

Deferred tax assets are recognised to the extent that it is probable that future taxable profit
will be available against which the temporary differences can be utilised.

Deferred taxation is provided on temporary differences arising on investments in subsidiaries
and associated companies, except where the timing of the reversal of the temporary difference can
be controlled and it is probable that the temporary difference will not reverse in the foreseeable
future.

In prior year, deferred taxation was accounted for at the current taxation rate in respect of
timing differences between profit as computed for taxation purposes and profit as stated in the
accounts to the extent that a liability or an asset was expected to be payable or recoverable in the
foreseeable future. The adoption of the revised SSAP 12 represents a change in accounting policy.
The change in the accounting policy on deferred taxation did not have material impact on the
consolidated accounts for the years ended 31st December 2003 and 2002.
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() Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events and whose existence
will only be confirmed by the occurrence or non-occurrence of one or more uncertain future events
not wholly within the control of the Group. It can also be a present obligation arising from past
events that is not recognised because it is not probable that outflow of economic resources will be
required or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the accounts. When a
change in the probability of an outflow occurs so that outflow is probable, it will then be
recognised as a provision.

A contingent asset is a possible asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain events not wholly
within the control of the Group.

Contingent assets are not recognised but are disclosed in the notes to the accounts when an
inflow of economic benefits is probable. When inflow is virtually certain, an asset is recognised.

(m) Revenue recognition

Revenue from the sale of goods is recognised on the transfer of risks and rewards of
ownership, which generally coincides with the time when the goods are delivered to customers and
title has passed.

Interest income is recognised on a time proportion basis, taking into account the principal
amounts outstanding and the interest rates applicable.

Operating lease rental income is recognised on a straight-line basis over the terms of the
lease.

(n) Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of
an asset that necessarily takes a substantial period of time to get ready for its intended use or sale
are capitalised as part of the cost of that asset.

All other borrowing costs are charged to the consolidated profit and loss account in the year
in which they are incurred.

(0) Segment reporting

In accordance with the Group’s internal financial reporting the Group has determined that
business segments be presented as the primary reporting format and geographical as the secondary
reporting format. '

Unallocated costs represent corporate expenses. Segment assets consist primarily of
intangible assets, property, plant and equipment, inventories, receivables and bank balances and
cash, and mainly exclude investment properties. Segment liabilities comprise operating liabilities
and exclude items such as taxation and certain corporate borrowings. Capital expenditure
comprises additions to intangible assets and property, plant and equipment.

In respect of geographical segment reporting, sales are based on the countries in which the
customers are located. Total assets and capital expenditure are where the assets are located.
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3. TURNOVER, REVENUE AND SEGMENT INFORMATION

* The Company is an investment holding company. The Group is principally engaged in the
manufacture and sale of household electrical appliances, which include refrigerators, air-conditioners
and mini-refrigerators. Revenues recognised during the year are as follows:

2003 2002
HKS$°000 HKS$°000
Salesiof refrigerators 303,524 314,400
Sales of air-conditioners 1,005,654 745,207
Sales of mini-refrigerators 264,144 201,465
1,573,322 1,261,072
Other:revenue
Rental income 5,091 4,277
Less: outgoing in respect of the above rental income (351 (209)
4,740 4,068
Government grants 4,847 3,026
Sales of scrap materials 2,807 5,261
Others 2,761 1,405
15,155 13,760
Total revenue 1,588,477 1,274,832
Primary reporting format — business segments
The Group is organised into three main business segments:
Refrigerator business — manufacture and distribution of a broad range of refrigerators
Air-conditioner business — manufacture and distribution of a broad range of air-conditioners
Mini-refrigerator business — manufacture and distribution of a broad range of mini-refrigerators
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Other businesses of the Group mainly comprise holding of investment properties and renting of
cars and properties, neither of which are of a sufficient size to be reported separately.

Air- Mini-
Refrigerator  conditioner refrigerator Other
business business business  businesses Elimination Group
2003 2003 2003 2003 2003 2003

HK§000 HK§'000 HKS$'000 HK§'000 HKS000 HK§'000

Turnover 303,524 1,005,634 264,144 - - 1,573,322
Segment results (40,355) 11,038 10,415 (4,803) - (23,705)
Unallocated costs (10,442)
Operating loss (34,147)
Finance costs (11,981) (22,939 (2,741) (20) 5,357 (32,324)
Finance cost unallocated 4
Share of losses of

associated companies ) (1,197)
Loss before taxation (67,626)
Taxation ’ (1,148) (3,112) (1,793) {431) - (6,506)
Loss after taxation (74,132)
Minority interests : {2,844)
Loss attributable to shareholders (76,976)
Segment assets 674,491 911,513 243,543 10,687 - 1,840,234
Interests in associated companies 29,063
Unallocated assets 144,129
Total assets 2,013,426
Segment liabilities 653,001 790,297 134,540 5317 - 1,583,155
Unallocated liabilities 25,381
Total liabilities 1,608,536
Capital expenditure 9,948 16,662 13,861 44 - 40,515
Depreciation 25,800 37,082 11,800 470 - 75,152
Amortisation of intangible

assets other than goodwill - - - 351 - 351
Amortisation of goodwill 680
Other non-cash (income)/expenses
~ (Reversal of)/write-down of inventories  (9,684) 3232 - - - {6,452)
— (Write-back of provision)/provision

for inventory obsolescence (3,138) (1,150) 709 - - (3,579)
- Write-back of provision for doubtful
receivables {1,872) (14,672) (15 - - (16,559)
— Provision for other receivables - - 1,988 - - 1,988
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Air- Mini-
Refrigerator  conditioner refrigerator Other
business business business  businesses Elimination Group
2002 2002 2002 2002 2002 2002

HK3$'000 HK$°000 HK5°000 HK$'000 HK$000 HK$'000

Turnover 314,400 745,207 201,465 - - 1,261,072
Segment results (135,307) {159,509) 18,708 96,925 - (179,183}
Unallocated costs (20,639)
Operating loss {199,822)
Finance costs (21,676} (18,117) (191) (251) 6,839 (33,396)
Finance cost unallocated ()
Share of losses of
associated companies {6,663)
Loss before taxation (239,883)
Taxation - (221) (2,677) (339) - (3,237}
Loss after taxation (243,120)
Minority interests (7,239)
Loss attributable to shareholders (250,359)
Segment assets 407,170 768,713 261,517 13,975 - 1,451,375
Interests in associated companies 30,260
Unallocated assets 194,675
Total assets 1,676,310
Segment lliabilities 423,734 587,529 165,163 4,028 - 1,180,504
Unallocated liabilities 23,012
Total liabilities 1,203,516
Capital expenditure 10,347 26,404 64,619 744 - 102,114
Depreciation 34,518 36,306 5,267 482 - 76,573 °
Amortisation of intangible
assets other than goodwill - - - 537 - 537

Amortisation of goodwill 680
Other non-cash (income/expenses
— Reversal of write-down of inventories (4,257) (786) - - - {5,043)
- (Write-back of provision)/provision

for inventory obsolescence 927 11,389 - - - 10,462
- Provision/(write-back of provision)

for doubtful receivables 14,054 8,667 (20) - - 22,701
~ Provision for other receivables - 10,376 - - - 10,376
- Impairment of property, plant

and equipment 8,321 - - - - 8,321
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Secondary reporting format — geographical segments
The Group’s three business segments are operated in five main geographical areas:
Mainland China — manufacture and sale of household electrical appliances

Europe : — sale of household electrical appliances

}

Other Asia-Pacific countries sale of household electrical appliances
America — sale of household electrical appliances

Africa — sale of household electrical appliances

There are no sales between the geographical segments. Analysis of financial information by
geographical segment is as follows:

Analysis of sales of refrigerators into domestic sales in Mainland China and export sales outside
Mainland China by region is as follows:

2003 2002

HK$000 HK$'000

Domestic sales 238,660 272,552
Export sales

Europe 36,380 17,865

Asia-Pacific 27,958 23,001

Africa 278 352

America 248 630

Total export sales 64,364 41,348

Total 303,524 314,400
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Analysis of sales of air-conditioners into domestic sales in Mainland China and export sales
outside Mainland China by region is as follows:

2003 2002

HK$°000 HK$’000

Domestic sales 585,735 501,801
Export sales

Europe 151,909 109,928

America 118,184 69,137

Asia-Pacific 149,069 59,324

Africa 757 5,017

Totaliexport sales 419,919 243,406

Total 1,005,654 745,207

Analysis of sales of mini-refrigerators into domestic sales in Mainland China and export sales
outside Mainland China by region is as follows:

2003 2002

HKS$'000 HK3'000

Domestic sales 73,578 45,060
Export sales

Europe 23,106 10,958

America 69,319 47,808

Asia-Pacific 92,172 95,248

Africa 5,969 2,391

Total export sales 190,566 156,405

Total 264,144 201,465

No geographical segment analysis on total assets and capital expenditure is prepared as over 90%
of the Group’s total assets and capital expenditures were located/incurred in Mainland China.
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4.

OPERATING LOSS

Operating loss is stated after charging and crediting the following:

Charging:
Depreciation — owned property, plant and equipment
Loss on disposal of property, plant and equipment

Impairment of property, plant and equipment

Staff costs including directors’ emoluments (Note 10)

Contributions to retirement schemes (Note 22)
Cost of inventories

Provision for inventory obsolescence
Provision for doubtful trade receivables
Provision for doubtful other receivables
Operating leases rental for land and buildings
Auditors’ remuneration

Provisions for warranty (Note 20)

Research and development costs
Amortisation of intangible assets (Note /1)

— Goodwill

— Taxi Licenses

Crediting:

Net exchange gains

Reversal of provision for doubtful receivables
Reversal of write-down of inventories

Reversal of provision for inventory obsolescence

—57—

2003 2002
HKS$ 000 HKS$’000
75,152 76,573
2,331 8,312

- 8,321

88,828 89,212
8,181 8,323
1,120,471 945,481
- 10,462

- 22,701

1,988 10,376
7,838 12,218
1,334 1,411
19,415 18,137
7,779 10,224
680 680

351 537
3,161 3,433
16,559 -
6,452 5,043
3,579 -
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5. FINANCE COSTS, NET

2003 2002

HK$000 HK3'000

Interest on short-term bank loans 33,308 39,205
Interest income (2,969 (7,216)
Bank handling charges 1,943 1,409
32,282 33,398

6. TAXATION

No Hong Kong profits tax has been provided as the Group did not have any assessable profit under
Hong Kong profits tax. PRC enterprise income tax has been calculated on the estimated assessable profit
for the yeariat the rates of taxation prevailing in the respective jurisdictions.

2003 2002
HKS$’000 HKS$’000
Enterprise income tax 6,506 3,237

The taxation on the Group’s loss before taxation differs from the theoretical amount that would
arise using the taxation rate of the home country of the Company as follows:

2003 2002

HKS$°000 HK$°000
Loss before taxation (67,626) (239,883)

Calculated at the PRC statutory tax rate

of 33% (2002: 33%) (22,316) (79,161)
Effect of different tax rates 15,382 14,731
Expenses not deductible for taxation purposes 7 13
Unrecognised deferred tax assets 13,433 67,604
Taxation charge 6,506 3,237

The unprovided deferred taxation as at 31st December 2003 was detailed in Note 25.
7. LOSSATTRIBUTABLE TO SHAREHOLDERS

The loss attributable to sharcholders is dealt with in the accounts of the Company to the extent of
HK$61,124,000 (2002: HK$261,658,000).

8. DIVIDENDS

The directors do not recommend the payment of a dividend for the year ended 31st December 2003
(2002 Nib).
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9. LOSS PER SHARE

The calculations of basic and diluted loss per share are based on Group’s loss attributable to
shareholders of HK$76,976,000 (2002: HK$250,359,000)

The basic loss per share is based on the weighted average number of 1,382,030,711 (2002:
1,381,727,588) ordinary shares in issue during the year.

The diluted loss per share is based on 1,383,854,099 (2002: 1,383,094,294) ordinary shares which
is the weighted average number of ordinary shares in issue during the year plus the weighted average
number of 1,823,388 (2002: 1,366,706) ordinary shares deemed to be issued at the agreed exercise prices
as if all outstanding share options had been exercised.

10. DIRECTORS’AND SENIOR MANAGEMENT’S EMOLUMENTS
(a) Directors’ emoluments

The aggregate amounts of emoluments payable to directors of the Company during the year
are as follows:

2003 2002

HK$'000 HKS$ 000
Fees 150 177
Other emoluments:
Basic salaries, housing allowances,
other allowances and benefits in kind 3,301 4,405
Discretionary bonuses - 82
Contributions to pension schemes for
directors (and past directors) 93 71
3,544 4,735

Directors’ fees disclosed above include HK$150,000 (2002: HK$150,000) paid to independent
non-executive directors.

The emoluments of the directors fell within the following bands:

Number of directors

Emeolument bands 2003 2002
Nil — HK$1,000,000 7 7
HK$1,000,001 - HK$1,500,000 1 -
HKS$1,500,001 — HKS$2,000,000 1 1

HK$2,000,001

1

HK$2,500,000 — 1

None of the directors waived the right to receive emoluments during the years ended 31st
December 2002 and 2003,
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11.

(b) Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the year include
two (2002: three) directors whose emoluments are reflected in the analysis presented above. The
emoluments payable to the remaining three (2002: two) individuals during the year are as follows:

Basic salaries, housing allowances,

other allowances and benefits in kind

IContribution to pension schemes

2003 2002
HKS$’000 HKS§000
1,359 1,061
259 138
1,618 1,199

The emoluments of the remaining three (2002: two) individuals fell within the following

bands:

"Emolument bands

Nil ~ HK$1,000,000

- INTANGIBLE ASSETS

Group

Year ended 31st December 2003
Opening net book amount
Amortisation charges (Note 4)

Closinginet book amount

At 31st December 2003

Cost
Accumulated amortisation

Net book amount

At 31st December 2002

Cost
Accumulated amortisation

Net book amount

Number of individuals

2003 2002

3 2

Goodwill Taxi licences Total
HKS$'000 HK$'000 HK$'000
4,761 5,855 10,616
(680) (351 (1,031)
4,081 5,504 9,585
6,801 6,506 13,307
(2,720) (1,002) (3,722)
4,081 5,504 9,585
6,801 6,506 13,307
(2,040) (651) (2,691)
4,761 5,855 10,616
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12, PROPERTY, PLANT AND EQUIPMENT

(a) Group

Cost or vahuation:

At It January 2003
Additicns

Transfers

Disposels

Foreign exchange adjustments

At st December 2003

Representing:
At cosf
At valuation

Accumulated depreciation and
impairment;

At Ist January 2003

Charga for the year

* Disposals

Foreign exchange adjustments
At3 st December 2003

Net book value:
At 3st December 2003

At 315t December 2002

Furniture,
fixtures

and Moulds and

Investment Construction-  Landand  Plantand  electronic Motor ~ Computer other
properties in-progress  buildings machinery equipment  vehicles equipment equipment Total
HKS000  RKS'000  HKSO00  HKS'000  HKS'000  HKS'000  HKS'O00  HES'000  HKS'000
168,000 L78 25920T 364674 62,595 19,049 1540 177226 1268120
- 13,260 9,267 8540 1593 139 5 5013 40515
- {12835 (82 4073 7,700 160 - 784 -
- - (122) (@01 (316) (2,947} - - (44658
- (81) (1,205) 2710 (223) %) {10 (09 (538
168,000 2355 W58 533,506 72,144 17489 15904 182,066 1258617
- 1353 287085 533506 70,144 17,489 15904 182,086 - 1,090,617
168,000 - - - - - - - 168,000
168,000 1355 W14 533506 7,144 17,489 15904 182066 1258617
- (350) (62288 (80753 (38031} (12,956) (3,138 (103,742)  (498,438)
- - (g (37580) (5,458) (1,342) (3060) (15437 (15150)
- - 1 39,765 393 2,160 - ~ LIRIN
- - 178 664 42 7 3 445 1850
- (550) (43 (T9g (39668 (12,083) (6,140 (18734 (529435
{68,000 1803 192778 - 255,602 32419 5426 9,782 63330 129,182
168,000 1239 197009 283921 27,564 6,083 12352 B4 69662
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(b) Company

Furniture,
fixtures and
electronic Motor
equipment vehicles Total
HK$000 HKE 000 HK$'000
ICost:
At 1st January 2003 686 1,869 2,555
Additions 13 - 13
Disposals 28) - 28)
At 31st December 2003 671 1,869 2,540
Accumulated depreciation:
At 1st January 2003 (394) (1,637) (2,031)
Charge for the year (105) (113) (218)
Disposals 14 - 14
At 31st December 2003 (485) (1,750) (2,235)
Net book value:
At 31st December 2003 186 119 305
At 31st December 2002 292 232 524

(¢) The Group’s land and buildings were held under leases of 50 years and were located outside
Hong Kong.

{d) Investment properties

The investment properties represent 11 floors and 12 car parking spaces in Guo Xin Building,
located in Guangzhou, the PRC, with lease terms of 50 years.

The investment properties were revalued every 3 years. The investment properties amounted
to approximately $168,000,000 (2002: $168,000,000) were revalued at 31st December 2001 by
Vigers Hong Kong Limited, independent qualified valuers. The deficit on revaluation was offset
against'the property revaluation reserve.

The directors are of the opinion that the carrying value of the investment properties as at 31st
December 2003 approximated the open market vatue.

At 31st December 2003, property, plant and equipment with net book value of approximately

HK$245,975,000 (2002: HK$95,916,000) were pledged as security for the Group’s short-term bank
loans.
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13. INVESTMENTS IN SUBSIDIARIES

Company
2003 2002
HK3$°000 HKS3’000
Unlisted equity interests, at cost 30,997 20,997
Due from subsidiaries 583,000 586,843
613,997 607,840
Less: Provision (302,225) (248,160)
311,772 359,680

The amounts due from subsidiaries are interest-free and are not repayable within the next twelve
months.

The particulars of the significant subsidiaries at 31st December 2003 are:

Name

DIRECTLY HELD:

China Refrigeration Industry
Co., Ltd
{“China Refrigeration”)

Hualing Technology Limited
Hualing Investments Limited
Hualing International Limited
Hualing Refrigerant
Engineering Limited

Hualing (Far East) Limited

Hualing (Guangzhou) Electrical
Apphances Co., Ltd.
(“Hualing Appliances”)

Place of incorporation/
establishment and
kind of Tegal entity

PRC, limited liability company

Hong Kong, limited liability
company

Hong Kong, limited liability
company

Hong Kong, limited liability
gompany

Hong Kong, limited liability
company

British Virgin Islands,
limited liability company

PRC, limited liability company
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Principal activities and
place of operation

Manufacture and sale of
refrigerators in the
PRC

Investment holding in
Hong Kong

Investment holding in
Hong Kong

Trading in Hong Kong
Investment holding in
Hong Kong

Tnvestment holding in
Hong Kong

Distribution of HUALING
brand products in the
PRC

Particulars of issued
share capital/
registered capital

Registered capital
US810,000,000

10 ordinary shares
of HKS! each

2 ordinary shares
of HK$1 each

2 ordinary shares
of HKS! each

. 2 ordinary shares
of HKS1 each

| ordinary share
of USSI

Registered capital
HK$10,000,000

Effective
interest held

95%

100%

100%

100%

100%

100%

100%
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Place of incorparation/ Particulars of issued
establishment and Principal activities and share capital/ Effective
Name kind of legal entity place of operation registered capital  interest held
INDIRECTLY HELD:
Hualing ‘Air-conditioning & PRC, limited liability company Manufacture and sale of Registered capital 100%
Equipment Co., Ltd. air-conditioners and 18$20,000,000
electronic appliances
in the PRC
Guangzhou Hualing Electrical PRC, limited liability company ~ Distribution of HUALING Registered capital 95.5%
Household Appliance Enterprise brand products in the RMB3,000,000
Co., Ltd. PRC
(“Hualing Household”)
Hefei Hualing Electrics PRC, limited liability company Manufacture and sale of Registered capital 50.05%
Co., Ltd. mini-refrigerators in the HK$74,260,000
PRC
Guangzhou Husling Refrigeration  PRC, limited liability company Manufacture and sale of Registered capital 96.25%
Co., Lid, refrigerators in the PRC US$1,441,715
Growth Plus Properties Ltd. British Virgin [slands, Investment holding in the | ordinary share of 100%
limited liability company British Virgin Islands Uss!
China Appliances.com Limited British Virgin [slands, Investment holding in the | ordinary share of 100%
limited liability company British Virgin Islands US$i
Chengdu Hualing Electrical PRC, limited liability company Distribution of HUALING Registered capital 99.77%
Household Appliance Co., Ltd. brand products in the RMB2,500,000
PRC
Guengzhou Hualing Property PRC, limited liability company Property management in the Registered capitat 95.5%
Management Co., Ltd. PRC RMBI,100,000
Guangzhon Hualing Shopping PRC, limited liability company Distribution of HUALING Registered capital 95.5%
"Mall Co., Ltd. brand products in the RMB3500,000
PRC
Guangzhou Ma Hui Hualing Taxi ~ PRC, limited liability company Taxi licence leasing in the Registered capital 57%
PRC RMB2,000,000
Hualing Technology (Investment)  British Virgin Islands, Investment holding in the 1 ordinary share of 100%
Limited limited liability company British Virgin [slands US|
Henan Hualing Electrical PRC, limited liability Distribution of HUALING Registered capital 99.55%
Household Appliance company brand products in the RMBS,000,000
Co., Ltd. PRC
Chongging Shuigang Hualing PRC, limited liability Distribution of HUALING Registered capital 99.77%
Electrical Household Appliance company brand products in the RMB3,000,000
Co., Ltd. PRC
GuangdongiHualing Commercial ~ PRC, limited liability Manufacture and sale of Registered capital 100%
Air-conditioning Equipment company air-conditioners in the RMB30,000,000

Co., Ltd.
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14.

15.

INTERESTS IN ASSOCIATED COMPANIES

Group
2003 2002
HK$’000 HK3'000
Share of net assets 29,063 30,260
Investments at cost:
Unlisted equity interests, at cost 39,760 39,760

The particulars of the principal associated companies at 31st December 2003 are as follows:

Place incorporation/ Effective
, establishment and Particulars of interest held
Name kind of legal entity Principal activities registered capital indirectly
Xi'an Dongling Refrigerating PRC, limited liability company ~ Manufacture and sale ~ Registered capital 25%
Compressors Co., Ltd. of refrigerator USS18,670,000
(“Xi’an Dongling”) COMPressors
Guangzhou Hualing Polyfoam PRC, limited liability company ~ Manufacture and sale  Registered capital 19%
Co., Ltd. (“Hualing Polyfoam”) of polyfoam products US$1,000,000
Beijing Wide Vision Network PRC, limited liability company ~ Manufacture and sale  Registered capital 33%
Co., Ltd. of computer hardware RMB3,000,000
and telecommunication
equipment

All associated companies in the PRC are sino-foreign equity joint ventures.

INVENTORIES
Group

2003 2002
HK3'000 HK3'000
Raw materials 210,419 182,545
Work-in-progress 36,867 13,082
Finished goods 302,614 200,969
549,900 396,596

At 31st December 2003, the carrying amount of inventories that are carried at net realisable value

amounted to HK$22,128,000 (2002: HK$22,640,000).
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16. TRADE AND OTHER RECEIVABLES

Group Company
2003 2002 2003 2002
HK3'000 HKS$°000 HKS$°000 HK$°000
Trade receivables (Note (a)) 246,949 132,460 - -
Notes receivable (Note (b)) 31,490 48,283 - -
Prepayments and other receivables 92,065 68,311 409 445
370,504 249,054 409 445

(a) 'No standard credit term policy was adopted by the Group as the credit terms granted by the
'Group varied towards different customers. At 31st December 2003, the ageing analysis of the
trade receivables was as follows:

Group Company
2003 2002 2003 2002
HK$'000 HK$'000 HKS$’000 HK$000
'Within 1 year 226,552 120,601 - -
[In the second year 14,750 11,859 - -
iOver 2 years 5,647 - - -
246,949 132,460 - -

(b) Notes receivable
‘The balance represents bank acceptance notes with maturity periods within six months.
17. PREPAID VALUE-ADDED TAX
Hualing Household and Hualing Appliances have paid input value-added taxes to the State Tax
Bureau for the finished goods purchased from China Refrigeration. In accordance with the relevant PRC

tax regulations, these value-added taxes can be offset with the output value-added taxes arising from the
sales in the future but are not refundable.
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18.

19.

TRADE AND OTHER PAYABLES

Group Company

2003 2002 2003 2002
HK$'000 HKS3 000 HK3°000 HKS$ 000

Trade payables (Note (a))
564,656 262,081 - -

Provision for staff welfare
and bonus 8,398 12,688 8,163 7,712
Accruals 25,662 107,331 - -
Advances from customers 115,616 107,866 - -
Notes payable (Note (b)) 280,234 60,550 - -

Payabie for property, plant and

equipment 13,128 32,173 - -
Others 33,647 30,115 1,227 295
1,041,341 612,804 9,390 8,007

(a) At 31st December 2003, the ageing analysis of the trade payables was as follows:

Group Company
2003 2002 2003 2002
HK3'000 HKS$°000 HK$'000 HK$’000
Within 1 year 543,774 235,266 ~ -
In the second year 18,628 22,042 -~ -
Over 2 years 2,254 4,773 — -
564,656 262,081 ~ -

(b) Notes payable
The balance represents bank acceptance notes issued by the Group with maturity periods of
less than six months. At 31st December 2003, the notes payable were pledged by bank
deposits of approximately HK$128,059,000 (2002: Nil).

TAXES PAYABLE

Group
2003 2002
HK$000 HKS$'000
Value-added tax v 1,150 20,568
PRC enterprise income tax 326 4,880
Others 272 366
1,748 25,814
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20. PROVISIONS FOR WARRANTY

The movement of warranty provision was analysed as follows:

Group
2003 2002
HK$°000 HK$°000
At st January 2003 16,110 7,930
Charges for the year (Note 4) 19,415 18,137
Less: Amounts utilised (18,126) (9,957)
At 31st December 2003 17,399 16,110

Hualing Appliances, provides free repair and replacement services ranging from one year to three
years after sales. The cost of the warranty obligation under which Hualing Appliances agrees to remedy
defects in its products is accrued at the time the related sales are recognised. As at 31st December 2003,
the Group had provided for expected warranty claims on household electrical appliance items sold.

21, BANK LOANS

Group

2003 2002
HKS$’000 HKS$000
Short-term bank loans, secured 510,637 491,876
Long-term bank loans 28,151 38,592
538,788 530,468

At 31st December 2003, the Group’s bank loans were repayable as follows:
2003 2002
HK$°000 HK3'000
Within ione year 510,637 491,876
In the second year 28,151 38,592
538,788 530,468

Interests of the bank loans are charged on the outstanding balances at interest rates ranging from
3.69% to 5.84% per annum (2002: 5.31% to 7.02% per annum).

Property, plant and equipment with net book value of approximately HK$245,975,000 (2002:
HK$95,916,000) have been pledged as security for the Group’s short-term bank loans.

Subsequent to year-end, short-term bank loans of approximately HK$196,000,000 have been
renewed and will be due for repayments in 2005.
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22. PENSIONS

The Group has arranged for its Hong Kong employees to join the Mandatory Provident Fund
Scheme (the “MPF Scheme”), a defined contribution scheme managed by an independent trustee. Under
the MPF Scheme, each of the group companies (the employer) and its employees make monthly
contributions to the scheme at 5% of the employees’ earnings as defined under the Mandatory Provident
Fund legislation. The contributions from each of the employer and employees are subject to a cap of
HK$1,000 per month and thereafter contributions are voluntary. For the year ended 31st December 2003,
no contribution was forfeited.

The Company’s subsidiaries established in the PRC participate in the local retirement schemes of
the PRC. Pursuant to the relevant regulations, the Group is currently required to make a monthly
contribution equivalent to 15% to 28% of the monthly salaries in respect of its full-time and temporary
employees. The aggregate amount of the Group’s contributions (net of forfeited contributions) for the
year ended 31st December 2003 amounted to approximately HK$8,181,000 (2002: HK$8,323,000).

23. SHARE CAPITAL AND SHARE OPTIONS
(a) Share capital
Authorised

Ordinary shares
of HK$0.1 each

Number of
shares ('000) HKS$000
At 31st December 2003 and 2002 1,600,000 160,000

Issued and fully paid
Ordinary shares
of HK$0.1 each

Number of
shares (°000) HKS$'000
At 1st January 2002 ' 1,380,516 138,052
Exercise of share options 1,360 136
At 31st December 2002 1,381,876 138,188
Exercise of share options (Note 23(b)) 160 16
At 31st December 2003 1,382,036 138,204

(b) Share options

The share option scheme adopted by the Company on 26th November 1993 (“1993 Share
Option Scheme”) expired on 25th November 2003. A new share option scheme (“2003 Share
Option Scheme™) was approved by the shareholders at the Extraordinary General Meeting on 27th
June 2003 and was adopted thereafter. 1993 Share Option Scheme was terminated immediately
upon the adoption of 2003 Share Option Scheme. The options granted under 1993 Share Option
Scheme will remain in force and effect.
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Pursuant to 1993 Share Option Scheme, for incentive purpose, the Company is authorised to
grant options to executive directors and employees of the Group to subscribe for shares in the
Company, subject to a maximum of (i) 20% of the issued share capital of the Company in issue as
at 25th June 1999 plus (ii) the nominal amount of share capital of the Company repurchased by the
Company subsequent to the amendments up to a maximum equivalent of 10% of the aggregate
nominal amount of the share capital of the Company in issue, excluding shares issued on exercise
of options. The subscription price would be determined by the directors, and would not be less than
the higher of the nominal value of the shares and 80% of the average of the closing prices of the
shares quoted on The Stock Exchange of Hong Kong Limited (“HKSE”) on the five trading days
immediately preceding the date of offer of the option. An option may be exercised under 1993
Share Option Scheme at any time during the period commencing on the date upon which such
option 13 deemed be granted and accepted.

Due to the expiration of 1993 Share Option Scheme, and to be in line with Chapter 17 (Share
Option Schemes) of the Listing Rules, the Company terminated 1993 Share Option Scheme and
adopted 2003 Share Option Scheme on 27th June 2003 as follows:

The purpose of the 2003 Share Option Scheme is for the Company to attract, retain and
motivate talented participants to strive for future developments and expansion of the Group and to
provide the Company with a flexible means of giving incentive to, rewarding, remunerating,
compensating and/or providing benefits to the participants. Eligible participants of the 2003 Share
Option Scheme include the directors (including executive directors and non-executive directors) or
employees of the Group, consultants or advisors of the Group, substantial shareholders or
employees of substantial shareholders of the Company, associates of directors or chief executives
or substantial shareholders of the Company, employees or directors of suppliers or customers of the
Group, discretionary objects of a discretionary trust established by employees or directors of the
Group, as to be determined by the board at its absolute discretion within the above categories.

The maximum numbers of shares which may be issued upon the exercise of all outstanding
options granted and yet to be exercised under 2003 Share Option Scheme and any other share
option schemes adopted by the Company must not in aggregate exceed 30% of the shares in issue
from time to time. The total number of shares which may be issued upon the exercise of all options
to be granted under the 2003 Share Option Scheme and any other share option schemes of the
Company must not in aggregate exceed 10% of the shares of the Company in issue as at 27th June
2003, but the Company may seek approval of its shareholders in general meeting to refresh the
10% limit under 2003 Share Option Scheme. As at 31st December 2003, the Company had
outstanding 6,960,000 share options which were all granted under 1993 Share Option Scheme and
the total number of shares issuable for options was 138,203,640. It represented 10% of the
Company’s shares in issue as at 27th June 2003,

The total number of shares issued and to be issued upon exercise of the share options granted
under 2003 Share Option Scheme and any other share option schemes of the Company to each
participant in any 12-month period up to the date of grant must not exceed 1% of the shares in
issue at the date of grant. Any further grant of share options in excess of this limit is subject to the
approval of shareholders in general meeting of the Company.

Share options granted under the 2003 Share Option Scheme to director, chief executive or
substantial shareholder of the Company, or to any of their associates, are subject to approval of the
independent non-executive directors of the Company (excluding any independent non-executive
director who is also the grantee of the options). In addition, any share options granted to a
substantial shareholder or an independent non-executive director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the Company in issue at any time or with an
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aggregate value (based on the closing price of the Company’s shares at the date of each grant) in
excess of HK$5,000,000, within any 12-month period up to and including the date of such grant,
are subject to shareholders’-approval in general meeting of the Company.

The exercise price of the share options will be at least the highest of (i) the closing price of
the Company’s shares as stated in daily quotations sheet of HKSE on the date of the offer for grant,
which must be a business day; (ii) the average closing price of the Company’s shares as stated in
HKSE’s daily quotations sheet for the five business days immediately preceding the date of the
offer for grant, which must be a business day; and (iii) the nominal value of the share.

The share options granted may be exercised at any time during the period commencing
immediately after the date on which the option is deemed to be granted and accepted and expiring
on a date to be determined and notified by the board of directors which shall not be more than 10
years from the date on which the share option is deemed to be granted and accepted. 2003 Share
Option Scheme shall be valid and effective for a period of 10 years commencing on 27th June
2003. :

No share options were granted, cancelled or lapsed under the share option schemes of the
Company during the year.

Movements of the share options granted under the 1993 Share Option Scheme during the year
are as follows:

Options Options Lapsed/ Options held

Options held granted  exercised  cancelled at 31st  Exercise
at 1st during during during December price Exercisable Exercisable
Name January 2003 the year  the year  the year 2003 HKS Grant date from until
Directors:
Zhang Xin Hua 800,000 - - - 800,000 0.930  30/9/1997  30/9/1997  30/9/2007
Lo Wing Sang,
Vincent 2,000,000 - ~ - 2,600,000 0.244  17/2/2000  17/2/2000  17/2/2010
1,000,000 - ~ - 1,000,000 0.211  §/7/2000 57712000  4/7/2010
Chan Wai Dune 2,000,000 - - - 2,000,000 0.244 177272000 17/2/2000  17/2/2010
1,000,000 ~ - - 1,000,000 0211 5/7/2000  5/7/2000  4/7/2010
Employees 320,000 -~ (160,000) - 160,000 0211 5/7/2000  5/7/2000  4/7/2010
7,120,000 ~  {160,000) - 6,960,000

Exercise date was 13th January 2003. At the date before the options were exercised, the market

value per share was HK$0.26.

Options exercised on 13th January 2003, resulted in 160,000 (2002: 1,360,000) shares being issued
at HK$0.211 (2002: HK$0.244, HK$0.211 and HKS$0.225 respectively), yielding proceeds after
transaction costs (net of deferred income taxes) of HK$31,000 (2002: HK$300,000).
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24. RESERVES
Enterprise .
Share General  expansion Exchange Accumulated
premium reserve fund fund reserve losses Total
HKS$000 HK3°000 HKS$'000 HK$°000 HK3$'000 HK$'000

(a) Group
Balances as at

Ist January 2002 509,219 33,477 16,958 28,497 (44,526) 543,625
Issue of ordinary shares 173 - - - - 173
Share 1ssue expenses )] - - - - %
Profit appropriation - 3,884 - - (3,884) -
Translation difference

during the year - - - (158) - (158)
Loss attributable to

shareholders - - - - (250,359) (250,359)
Balances as at

31st December 2002 509,383 37,361 16,958 28,339 (298,769) 293,272
Issue of ordinary shares 18 - - - - 18
Share issue expenses (3) - - - ~ (3)
Translation difference

during the year - - ~ 977) - 977)
Loss attributable to

shareholders - - - - (76,976) (76,976)
Balances as at

31st December 2003 509,398 37,361 16,958 27,362 (375,745) 215,334
(b) Company
Balances as at

Ist January 2002 509,219 - - - (20,585) 488,634
Issue of ordinary shares 173 - - - - 173
Share issue expenses 9 - - - - 9
Loss for the year - - - - (261,658) (261,658)
Balances as at

31st December 2002 509,383 - - - (282,243) 227,140
Issue of ordinary shares 18 - - - - 18
Share issue expenses 3 - - - - 3
Loss for the year - - - - (61,124) (61,124)
Balances as at

31st December 2003 509,398 - - - (343,367) 166,031
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(c) The Company’s PRC subsidiaries are required to follow the laws and regulations of the PRC
and their articles of association. These subsidiaries are required to provide for certain
statutory funds, namely, general reserve fund and enterprise expansion fund, which are
appropriated from net profit after taxation but before dividend distribution based on the local
statutory accounts prepared in accordance with accounting principles and relevant financial
regulations applicable to enterprises established in the PRC. These PRC subsidiaries are
required to allocate at least 10% of its net profit to the reserve fund until the balance of such
fund has reached 50% of its registered capital. Such appropriations are determined at the
discretion of the directors. The general reserve fund can only be used, upon approval by the
relevant authority, to offset accumulated deficit or increase capital.

25. DEFERRED TAXATION

Deferred taxation is calculated in full on temporary differences under the liability method using
taxation rates applicable to the companies comprising the Group.

Temporary differences are mainly arising from:

2003 2002
HK$'000 HK3’000

Accumulated losses of some of the
subsidiaries carried forward 381,227 294,889
Provisions for inventory obsolescence 10,859 21,945

Write down of inventory to net

realisable value 7,006 13,458
Provisions for doubtful receivables 46,646 104,562
Others 28,142 24,898
473 880 459,752

The potential deferred tax assets not provided for in the accounts were as follows:

2003 2002
HK$'000 HK3'000

Accumulated losses of some of the
subsidiaries carried forward 123,349 95,591
Provisions for inventory obsolescence 1,801 3,389

Write down of inventory to net

realisable value 1,724 2,673
Provisions for doubtful receivables 11,189 26,052
Others 8,041 4,966
146,104 132,671

At the balance sheet date, there was no material unprovided deferred tax liabilities. Deferred tax
assets arising from above temporary differences have not been recognised as it is uncertain that future
taxable profit will be available against which the temporary differences can be utilised.
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The expired date of deferred tax assets not provided as at 31st December 2003 is as follows:

2003 2002

HKS$°000 HK3$°000

Expire within 1 year 8,481 3,183
Expire in 1 - 2 years 25,920 8,481
Expire in 2 — 3 years 24,977 25,920
Expire in 3 — 4 years ' 30,682 24,977
Expire in 4 — 5 years 30,517 30,682
No expire date 25,527 39,428
146,104 132,671

According to Provisional Regulations on PRC Enterprise Income Tax No.11, tax losses of the PRC
subsidiaries of the Group can be carried forward to offset future assessable profit for a period of 5 years.

26. CONSOLIDATED CASH FLOW STATEMENT

(a) Reconciliation of operating loss te net cash inflow from operating activities:

2003 2002
HK$°000 HK$°000
Loss before taxation (67,626) (239,883)
Adjustments:
Depreciation 75,152 76,573
Amortisation of intangible assets 1,031 1,217
Share of losses of associated companies 1,197 6,663
Impairment of property, plant and equipment - 8,321
Loss on disposals of property, plant and equipment 2,331 8,312
Provision for warranty 1,289 8,180
Provision for impairment in value for associated companies - 934
Government subsidies (4,847) (3,026)
Interest income (2,969) (7,216)
Interest expense 33,308 39,205
Bank handling charges 1,943 1,409
Effect of foreign exchange translation 2,535 122
Operating profit/(loss) before working capital changes 43,344 (99,189)
(Increase)/decrease in inventories (153,304) 238,645
Decrease in due from related companies 477 2,441
(Increase)/decrease in trade and other receivables (121,450) 135,981
Increase in prepaid value-added taxes (19,021) (18,574)
Decrease in due to related companies (9,060) (1,559)
Increase/(decrease) in trade and other payables 428,537 (71,889)
Decrease in other taxes payable (19,512) (23,297)
Net cash inflow generated from operations 150,011 162,559
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(b) Analysis of changes in financing during the year

Share capital
including premium Bank ioans Minority interests
2003 2002 2003 2002 2003 2002
HK$'000 HK$'000 HK$'000 HKS'000 HK3'000 HKS'000

At 1st January 647,571 647271 530,468 535,074 41,334 34,095
Minority interests’ in

share of loss and

exchange reserves - - - ~ 2,844 7,239
Issue of ordinary shares 34 309 - - - -
Share issue expenses 3) 9) - - - -
Proceeds from new

borrowings - - 571,630 533,986 - -
Repayment of loans - —  (563,310) (538,592) - -
Cash injection by a

minority shareholder - - - - 7,174 -

At 31st December 647,602 647,571 538,788 530,468 51,352 41,334

27. CONTINGENT LIABILITIES

Group Company
2003 2002 2003 2002
HKS$°000 HK3'000 HK$ 000 HK§’000
Guarantees for bank
loans of subsidiaries - - - 22,523
Discounted letters of
credit with recourse 26,260 - - -
Bills of exchange discounted/
endorsed with recourse 1,385 155,056 - -
27,645 155,056 — 22,523

Management anticipates that no material liabilities will arise from the above bank and other
guarantees which arose in the ordinary course of business.
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28.

COMMITMENTS
(a) ICapital commitments for purchases of property, plant and equipment:
Group
2003 2002
HKS$'000 HK$’000
Contracted but not provided for 4,140 6,802
(b) Commitments under operating leases
As at 31st December 2003, the Group had future aggregate minimum lease payments under
non-cancellable operating leases for land and buildings as follows:
2003 2002
HKS§ 000 HKS'000
Not later than one year ‘ 8,837 4,012
Later than one year and not later than five years - 5,935
8,837 9,947
(¢) The Company itself did not have any material commitments as at 31st December 2002 and
2003.
29. RELATED PARTY TRANSACTIONS
Save as disclosed elsewhere in this set of accounts, the material related party transactions are as
follows:

(a) Balances with related companies:

Group Company
2003 2002 2003 2002
HK3°000 HKS$°000 HK3$°000 HKS$'000
Due from related companies:
—Yungang Plastic Company Ltd.
(*‘Yungang Plastic”),
a company in which the
Group had a 14.25%
equity interest 116 583 - -
— Hualing Polyfoam,
an associated company - 10 - -
116 593 — —
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)

Group Company
2003 2002 2003 2002
HK$000 HK$000 HK$'000 HK$'000
Due to related companies
— Yungang Plastic 1,497 8,124 - -
— Xi’an Dongling, an associated
company 4,674 5,602 - -
— Hualing Polyfoam 2,621 2,034 - -
— Guangzhou Finance
Company Limited
(“Guangzhou Finance™) * 468 2,560 . 461 2,553
9,260 18,320 461 2,553

* Guangzhou Finance, a wholly-owned subsidiary of Guangzhou International Trust and
Investment Corporation (“GZITIC”), the former controlling shareholder of the Company.

The balances due from/to related companies are interest-free and are repayable on demand.

Significant related party transactions, which were carried out in the normal course of the
Group’s business are as follows:

Group

2003 2002

HKS$000 HKS§'000

Purchases from Hualing Polyfoam 4,612 5,638
Purchases from and processing charges paid to Yungang Plastic 1,931 9,297
Purchases from Xi’an Dongling 278 1,018
6,821 15,953

Sales to Yungang Plastic 2,369 -
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30. SUBSEQUENT EVENTS

On 30th January 2004, Able Profit Investment Limited. (“AP”), Profit Upsurge Limited (“PU”), a
wholly owned subsidiary of AP, and the Company entered into a placing agreement with placing agents,
pursuant to which AP and PU have agreed to place or procure the placing through the placing agents of
80,000,000 placing shares and 120,000,000 placing shares respectively, to not less than six third-party
investors, at a placing price of HK$0.40 per placing share. At the same time, AP, PU and the Company
entered into a subscription agreement, pursuant to which AP and PU have conditionally agreed to
subscribe, or procure whom they may direct, to subscribe for 80,000,000 and 120,000,000 subscription
shares respectively at a price of HK$0.40 per subscription share.

The placing shares and the subscription shares represent approximately 14.47% of the existing
issued share capital of the Company or approximately 12.64% of the issued share capital of the Company
as enlarged by the subscription. The placing and the subscription were completed on 13th February 2004.
The net proceeds from the subscription of approximately HK$77,000,000 have been received by the
Company and will be used to increase production capacity and as general working capital of the Group.

31. ULTIMATE HOLDING COMPANY

The shares of the Company held by GZITIC, the former ultimate holding company, were
transferred to Guangzhou International Group Co., Limited (“GIG”) on 29th May 2003. The directors
regard GIG, a company incorporated in the PRC, as being the ultimate holding company from 29th May
2003 onwards.
32. APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on 22nd April 2004.”
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INTERIM RESULTS

The following is the unaudited consolidated interim results of the Group for the six
months ended 30 June 2004 together with the comparative figures for the corresponding period
in 2003 extracted from the latest interim report of the Company:

Condensed Consolidated Profit and Loss Account

Six months ended 30 June

2004 2003

(Unaudited) (Unaudited)

Note HK$°000 HKS$000

Turnover 2 1,199,522 909,857
Cost of sales (1,070,437) (798,299)
Gross profit 129,085 111,558
Other revenues 3 14,898 21,718
Distribution costs (101,005) (81,778)
Administrative expenses (58,115) (63,385)
Other operating expenses (5,019) (732)
Operating loss 4 (20,156) (12,619)
Finance costs (14,180) (12,920)
Share of losses of associates (1,684) (301)
Loss before taxation (36,020) (25,840)
Taxation 5 2,117 (1,307)
Loss after taxation (38,137) (27,147)
Minority interests (6,488) (452)
Loss attributable to shareholders (44,625) (27,599)

Losses per share

— basic 7 (2.8) cents (2.0) cents

— diluted 7 (2.8) cents N/A

Note:  There are no extraordinary / exceptional items which are separately disclosed as required by the accounting
standards generally accepted in Hong Kong.
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Notes to Unaudited Condensed Financial Statements
1.  PRINCIPAL ACCOUNTING POLICIES AND BASIS OF PREPARATION

These condensed consolidated interim financial statements (“interim financial statements™) are
prepared in accordance with Statement of Standard Accounting Practice (“SSAP”) No. 25 “Interim
Financial Reporting” issued by the Hong Kong Society of Accountants and with the applicable disclosure
requirement of Appendix 16 to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.

These interim financial statements have not been audited by the Company’s auditors but have been
reviewed by the Company’s Audit Committee.

The accounting policies and methods of computation used in the preparation of these condensed
Interim accounts are consistent with those used in the 2003 annual accounts.

2. TURNOVER AND SEGMENT INFORMATION

Substantially all turnover of the Group is attributable to the sales of household electrical
appliances.

An analysis of the Group’s turnover and contribution to operating loss by products are summarized
as follows:

Contribution to
Turnover operating profit/(loss)
Six months ended Six months ended
30 June 2004 30 June 2003 30 June 2004 30 June 2003
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

HK3'000 HK3'000 HK3$°000 HKS$’000
Sales of refrigerators (Note 1) 164,477 186,439 (22,296) (22,183)
Sales of air-conditioners (Note 2} 834,055 564,587 (4,575) 12,506
Sales of mini-refrigerators (Note 3) 200,990 158,831 14,738 2,253
Others - - (8,023) (5,195)
1,199,522 909,857 (20,156) (12,619)

Note I: Analysis of sales of refrigerators into domestic sales in the PRC and export sales outside the PRC is as

follows:
Six months ended

30 June 2004 30 June 2003
{(Unaudited) (Unaudited)
HK$'000 HK3'000
Domestic sales in the PRC 128,273 163,178

Export sales outside the PRC
Europe 24,857 11,001
America 119 259
Asia-Pacific 10,924 11,905
Africa 304 96
Total export sales 36,204 23,261
Total 164,477 186,439
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Note 2: Analysis of sales of air-conditioners into domestic sales in the PRC and export sales outside the PRC

is as follows:

Domestic sales in the PRC

Export sales outside the PRC
Europe
America
Asia-Pacific
Mid-east
Africa

Total export sales

Total

Six months ended

30 June 2004 30 June 2003

(Unaudited) (Unaudited)
HKS§'000 HKS$000
427,737 233,361
212,013 167,107
74,987 116,877
56,536 46,563
61,024 -
1,758 679
406,318 331,226
834,055 564,587

Note 3. Analysis of sales of mini-refrigerators into domestic sales‘in the PRC and export sales

outside the PRC is as follows:

Domestic sales in the PRC
Export sales outside the PRC
Europe
America

Asia-Pacific
Africa

Total export sales

Total
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Six months ended

30 June 2004 30 June 2003

(Unaudited) (Unaudited)
HK$'000 HKS$'000
42,512 54,201
53,883 6,961
60,221 44,184
42,789 51,123
1,585 2,362
158,478 104,630
200,990 158,831
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3. OTHER REVENUES

Six months ended
30 June 2004 30 June 2003
(Unaudited) (Unaudited)

HK3$'000 HK$000

Rental Income 2,002 4,016
Write-back of provision for obsolete stock 2,508 -
Write-back of provision for doubtful debts - 8,900
Government subsidies 1,154 2,215
Sales of scrap material 6,872 5,362
Others 2,362 1,225
14,898 21,718

4. OPERATING LOSS

Six months ended
30 June 2004 30 June 2003
(Unaudited) (Unaudited)

HK$'000 HK3$'000
Operating loss is stated after charging the following:
Depreciation on fixed assets 34,762 36,452
Amortisation of goodwill 340 340
Interest on borrowings 15,859 17,465

5.  TAXATION

No Hong Kong profits tax has been provided as the Group did not have any assessable income
under Hong Kong Profit Tax. Overseas taxation has been calculated on the estimated assessable profit
for the Period as the rate prevailing in the respective jurisdictions.

For the Six months ended
30 June 2004 30 June 2003
(Unaudited) (Unaudited)
HK$'000 HK$'000

PRC enterprise income tax 2,117 1,307

6. INTERIM DIVIDEND

The directors do not recommend any payment of interim dividends for the Period (2003: nil).
7. LOSSES PER SHARE

The calculation of basic losses per share is based on the unaudited losses for the Period of
HK$44,625,000 (2003: HK$27,599,000) and on the weighted average number of 1,568,849,595 shares

(2003: 1,382,025,800 shares) in issue during the Period.

Diluted losses per share for the period is computed by number of 1,569,371,336 shares (2003: No
diluted effect).
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STATEMENT OF INDEBTEDNESS

As at 31 October 2004, being the latest practicable date for the purpose of this
indebtedness statement prior to the printing of this Offeree Document, the Group had banking
facilities of approximately HK§840,123,000, for overdraft, bank borrowings and trade
financing. As at this latest practicable date, approximately HK$776,008,000 was utilized.
Property, plant and equipment with net book value of approximately HK$139,066,000 and
letter of credit of approximately HK61,471,000 was pledged as security for the Group’s short
term bank loans.

Save as disclosed in this section and apart from intra-group liabilities, the Group did not
have outstanding at the close of business on 31 October 2004 any mortgages, charges,
debentures or loan capital issued and outstanding or agreed to be issued, bank loans, and
overdrafts or other similar indebtedness, liabilities under acceptances or acceptance credits,
hire purchases or finance lease commitments, guarantees or material contingent liabilities.

For the ten months ended 31 October 2004, capital commitments for purchase of
properties, plants and equipment were approximately HK$65,535,000, in which approximately
HK$56,793,000 were contracted after the year ended 31 December 2003.

As at 31 October 2004, the contingent liabilities arose from lawsuits were approximately-
HK$1,989,000.

Save as disclosed in this section, the Directors are not aware of any material adverse
change in the Group’s indebtedness and contingent liabilities since 31 December 2003.

MATERIAL CHANGE
Save for:

(a) the net proceeds of approximately HK$77 million from the subscription of
200,000,000 new Shares by the Vendor and Profit Upsurge Limited on 30 January
2004,

(b) based on the interim results of the Group for the six months ended 30 June 2004, the
Group recorded an unaudited turnover derived from the Group’s business of
approximately HK$1,199,522,000 and an unaudited net loss of approximately
HK$44,625,000 for the six months ended 30 June 2004. The interim results are,
however, subject to audit and therefore may be subject to adjustments upon audit
and/or changes as a result of any subsequent events which may arise after the Latest
Practicable Date;

(¢} pursuant to two land use right transfer agreements both dated 6 July 2004 entered
into between F B Z #1 E ¥ A R /2 A (China Refrigeration Industry Co., Ltd.*)
(“China Refrigeration™) and 5! =5 Z# 8 T ¥/ 7 (Guangzhou Baiyun Mechanical
Industrial Corporation*) (“Baiyun Mechanical”) in relation to the acquisition by
China Refrigeration of Baiyun Mechanical’s entire interest, right and title to two
pieces of land situated at Shahe District, Guangzhou, the PRC where the existing
production base including various factories, warehouses and office buildings of

*  For identification purpose only
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(d)

(e)

IChina Refrigeration were situated, for an aggregate consideration of RMB54,300,917.3
(approximately HK$51,227,280.5). Upon completion of these acquisition of land, the
land use right and the buildings situated on these two pieces of land will be stated at
cost in the books of China Refrigeration;

the deficit arising from the revaluation of properties as per the valuation report
issued by Vigers Appraisal & Consulting Limited set out in Appendix 2 to this
Offeree Document of approximately HK$70.3 million and the net losses arising from
the disposal of properties, which took place during the first half of 2004 and
subsequent to 30 June 2004, of approximately HK$1.9 million and HK$3.8 million
respectively; and

Midea International becoming the controlling shareholder of the Company immediately
upon completion of the Sale and Purchase Agreement on 11 November 2004,

the Directors are not aware of any material change in the financial or trading position or
prospects of the Group since 31 December 2003, the date to which the latest published audited
financial statements of the Group were made up.

Your attention is drawn to the section titled “Information regarding the Group” in the
“Letter from the Board” set out in this Offeree Document and paragraph 1(c) titled “Net asset
value per Share” under the section titled “III. Principal factors considered relating to the Share
Offer” from the “Letter from Dao Heng Securities” set out in this Offeree Document on the
particulars relating to the deficit arising from the revaluation of the investment properties of
the Group and the accounting treatments in respect of the property interests of the Group.
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The following are the texts of the letter and valuation certificates received from Vigers
Appraisal & Consulting Ltd. in connection with their valuation as at 11 November 2004 of the
property interests of the Group, which has been prepared for the purpose of incorporation into
this Offeree Document:

Vigers Appraisal & Consulting Ltd.
International Asset Appraisal Consultants
10/F, The Grande Building

398 Kwun Tong Road

Kowloon

Hong Kong

8 December 2004

The Directors

Hualing Holdings Limited
Rooms 4108-10, 41st Floor
Hopewell Centre

183 Queen’s Road East
Wanchai

Hong Kong

Dear Sirs,

In accordance with your instructions for us to value the property interests of Hualing
Holdings Limited (referred hereinafter as “Company”) and its subsidiaries (together referred to
as the “Group”) in the People’s Republic of China (the “PRC”), we confirm that we have
carried out inspections, made relevant enquiries and obtained such further information as we
consider necessary for the purpose of providing you with our opinion of the open market value
of such property interests as at 11 November 2004.

Our valuation is our opinion of the open market value which we would define as intended
to mean — “the best price at which the sale of an interest in the property would have been
completed unconditionally for cash consideration on the date of valuation assuming:—

(a) a willing seller;

(b) that, prior to the date of valuation, there had been a reasonable period (having regard

to the nature of the property and the state of the market) for the proper marketing of

the interest, for the agreement of price and terms and for the completion of the sale;

(c) that the state of the market, level of values and other circumstances were, on any
earlier assumed date of exchange of contracts, the same as on the date of valuation;

(d) that no account is taken of any additional bid by a prospective purchaser with a
special interest; and

(e) that both parties to the transaction had acted knowledgeably, prudently and without
compulsion.”
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In valuing the property interest in Group I which is held for investment by the Group in
the PRC, we have valued the portion of the property interest that are leased under various
tenancy agreements by [nvestment Approach which takes into account the current rent passing
of the property interest and the reversionary potential of the tenancy. For the vacant units, we
have valued them by making reference to comparable sales evidences as available on the
market.

In valuing Property Numbers 2, 3, 4, 9 and 11 in Group 1I, which are held by the Group in
the PRC, we have adopted a combination of the market and depreciated replacement cost
approach in assessing the land portion of the property and the buildings and structures standing
on the land respectively. Hence, the sum of the two results represents the market value of the
properties as a whole. In the valuation of the land portion, reference has been made to the
standard land price in Guangzhou, Panyu and Hefei City and the sales evidence as available to
us in the locality. As the nature of the buildings and structures cannot be valued on the basis of
open market value, they have therefore been valued on the basis of their depreciated
replacement costs. The depreciated replacement cost approach considers the cost to reproduce
or replace in new condition the properties appraised in accordance with current construction
costs for similar properties, with allowance for accrued depreciation as evidenced by observed
condition or obsolescence present, whether arising from physical, functional or economic
causes. The depreciated replacement cost approach generally furnishes the most reliable
indicationof value for properties in the absence of a known market based on comparable sales.

For properties other than the above-mentioned in Group II, we have valued them on an
open market basis assuming sale with benefit of vacant possession by reference to comparable
market transactions. This approach rests on the wide acceptance of market price as the best
indicator of value and pre-supposes that evidence of recent transactions in the market place can
be extrapolated to similar property interests, subject to allowances for variable factors.

For those property interests in Group III that have been contracted to be acquired by the
Group on the date of valuation, we have assigned no commercial value to those property
interests. Only contractual interests are recognized in these circumstances. The Group has not
obtained proper legal titles to those property interests as at the date of our valuation.

Our valuation has been made on the assumption that the owners sell the property interests
on the open market in existing states without the benefit of a deferred terms contract,
leaseback, joint venture, management agreement or any similar arrangement which would serve
to increase 'the values of the property interests.

We have been provided with copies of title documents relating to such property interests.
We have not, however, searched the original documents to verify ownership or existence of any
amendment which does not appear on the copies handed to us. All documents and leases have
been used for reference only. All dimensions, measurements and areas are approximations.

We have inspected the exterior of the properties and, where possible, the interior of the
premises. However, we have not carried out a structural survey nor have we inspected
woodwork or other parts of the structures, which are covered, unexposed or inaccessible and we
are therefore unable to report that any such parts of the properties are free from defect.
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We have relied to a considerable extent on information provided by the Group and have
accepted advice given to us by the Group on such matters as planning approvals, statutory
notices, easements, tenure, occupation, lettings, site and floor areas and in the identification of
the property interests in which the Group has a valid interest.

In undertaking our valuation for property interests, we have relied on the legal opinions
provided by Z&T Law Firm, the Group’s PRC legal adviser (the “PRC Legal Opinion™).

No allowance has been made in our valuation for any charges, mortgages or amounts
owing on the properties nor for any expenses or taxation which may be incurred in affecting a
sale. Unless otherwise stated, it is assumed that the property interests are free from
encumbrances, restrictions and outgoings of an onerous nature which could affect their values.

Unless otherwise stated, all money amounts stated are in Renminbi. The exchange rate
used in valuing the property interests in the PRC on 11 November 2004 was HK$1 = RMB1.06.
There has been no significant fluctuation in exchange rates for the above currency between that
date and the date of this letter.

We enclose herewith a summary of valuation and valuation certificates.

Yours faithfully,
For and on behalf of
Vigers Appraisal & Consulting Ltd.
Raymond Ho Kai Kwong,
Registered Professional Surveyor
MRICS, MHKIS, MSc¢ (e-com)
Executive Director

Note: Raymond K.K. Ho, Chartered Surveyor, MRICS, MHKIS, MSc (e-com) has over seventeen years’
experience in undertaking valuations of properties in Hong Kong and has over ten years’ experience in
the valuation of properties in the PRC.
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SUMMARY OF VALUATION

Capital value

Open market attributable to

value in the Group in

existing state existing state

as at Interests as at

Property 11 November attributable 11 November
2004 to the Group 2004

Group I - Property interest held for investment by the Group

1. Various office units, retail shop and RMB103,600,000 100% RMB103,600,000
car parks of Guoxin Building located at
No. 363 Dongfeng Zhong Road amid
Yue Xiu District, Guangzhou,
Guangdong Province, the PRC

Sub-total: RMB103,600,000 RMB103,600,000
Group IT - Property interests held and occupied by the Group

Property interests located at Guangzhou

2. A parcel of industrial land and buildings RMB22,900,000 95.0%  RMB21,755,000
erected thereon located at No. 2 and 16
of Lingyun Street of Hualing Village
amid Tonghe Road in Baiyun District,
Guangzhou, Guangdong Province, the PRC

3. Two unsold residential units located RMB200,000 95.0% RMB190,000
at Nos. 7 to 8 of Lingyun Street of
Hualing Village amid Tonghe Road
in Baiyun District, Guangzhou,
Guangdong Province, the PRC

4. 3 residential units on Level 3 of No. 61 and No. 65 No commercial 95.0% No commercial
Tiyu Xi Road and Retail shops value value
on Level 1 and 2 of No. 73 Tiyu Xi Road
amid Tianhe District, Guangzhou,

Guangdong Province, the PRC

5. 2 residential units on Level 10 of No commercial 95.0% No commercial
No. 113 Donghua Xi Road aimd value value
Dongshan District, Guangzhou,

Guangdong Province, the PRC
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Property

6. A residential unit on Level 18 of
No. 32 Tianhe Nan Er Road amid
Tianhe District, Guangzhou, Guangdong
Province, the PRC

Sub-total:
Property interests located at Panyu

7. Aparcel of industrial land and
buildings erected thereon located
at 103 Guodao Licun Section amid
Dashi Town, Panyu, Guangzhou,
Guangdong Province, the PRC

8. 3 residential units on Level 1 of
Yijing Yuan, Yijing Garden located at
105 Guodao Licun Section amid
Dashi Town, Panyu, Guangzhou,
Guangdong Province, the PRC

Sub-total:
Property interests located at Hefei

9. A parcel of industrial land and buildings
erected thereon located at the northeastern
corner of the junction of Jinxiu Avenue and
Fozhang Road amid Hefei Economic &
Technology Development Area, Hefei,
Anhui Province, the PRC

10. A residential unit of Liuyuan in Country
Garden amid Hefei Economic &
Technology Development Area, Hefei,
Anhui Province, the PRC

Open market
value in
existing state
as at

11 November
2004

RMB510,000

RMB23,610,000

RMB113,100,000

RMB410,000

RMB113,510,000

No commercial
value

RMB243,000

~ 89—

Interests
attributable
to the Group

50.05%

100.0%

100.0%

50.05%

50.05%

Capital value
attributable to
the Group in
existing state
as at

11 November
2004

RMB255,255

RMB22,200,255

RMBI13,100,000

RMB410,000

RMB113,510,000

No commercial
value

RMBI124,124
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Capital value

Open market attributable to
value in the Group in
existing state existing state
as at Interests as at
Property 11 November attributable 11 November
2004 to the Group 2004
1. A residential unit located at Level 6 No commercial 50.05% No commercial
of Block 13 of Ludu Garden value value
in Luyang District amid
Hefei Economic & Technology
Development Area, Hefei, Anhui Province,
the PRC
Sub-total: RMB248,000 . RMBI124,124

Group 11T - Property Interests to be acquired by the Group

12, A parcel of industrial land and buildings No commercial No commercial
erected thereon located at Shahe District value value
amid Guangzhou, Guangdong Province,
the PRC

13. A parcel of land neighboring with No commercial No commercial
Property No. 12 and buildings erected thereon value value

located at Shahe District amid Guangzhou,
Guangdong Province, the PRC

Sub-total: Nil Nil

Grand Total: RMB240,968,000 RMB239,434,379
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VALUATION CERTIFICATE
Group I - Property interest held for investment by the Group

Open market value

Property

. Various office

units, retail
shop and car
parks of Guoxin
Building located
at No. 363
Dongfeng
Zhong Road
amid Yue Xiu
District,
Guangzhou,
Guangdong
Province, the
PRC

Notes:

Description and Tenure

The property comprises 47
office units on Level 7 to
Level 16, 1 retail shop on
Level 2 of the commercial
podium and 12 car parks
on Basement Level 3 of
Guoxin Building amid
Dongshan District in
Guangzhou.

Details of the breakdown
of the gross floor area are
listed as follows:

User Gross Floor Area
47 Office Units:  10,186.22 sq.m.
1 Retail Shop: 760.12 sq.m.
12 Car Parks: 133.36 sq.m.
Total: 11,079.70 sq.m.

The property is held under
land use rights for a term
of 50 years commencing
from 9 June 1998 for
office, commercial and car
park uses.

Particulars of
Occupancy

Portion of the
property with a total
gross floor area of
approximately 5,265.4
sq.m. is leased under
various tenancy
agreements with the
latest one expiring on
31 July 2008
contributing a total
annual rental income
of approximately
RMB2,312,274.

The remaining
portion of the
property is vacant.

in existing state
as at

11 November 2004

RMB103,600,000
(100% interests
attributable to the
Group:

RMB103,600,000)

1. Pursuant to 60 Real Estate Ownership Certificates, the property with a total gross floor area of
approximately 11,079.48 sq.m. is vested in%E % & % A R 2% 7] (Growth Plus Properties Limited, referred
hereinafter as “Growth Plus”) for a term of 50 years commencing from 9 June 1998 for office, commercial
and car park uses.
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Details of the Real Estate Ownership Certificates are listed as follows:

Unit No.

1601
1602
1501
1502
1503
1504
1503
1401
1402
1403
1404
1405
1301
1302
1303
1304
1305
1201
1202
1203
1204
1205
1101
1102
1103
1104
1105
1001
1002
1003
1004
1005
901
902
903
904
905
801
802
803
804
805
701
702
703
704
705

User

Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office
Office

Real Estate Ownership Certificate

Yue Fang Di Zheng Zi Di C1246404
Yue Fang Di Zheng Zi Di C1246420
Yue Fang Di Zheng Zi Di C1246425
Yue Fang Di Zheng Zi Di C1246424
Yue Fang Di Zheng Zi Di C1246423
Yue Fang Di Zheng Zi Di 1246422
Yue Fang Di Zheng Zi Di C1246421
Yue Fang Di Zheng Zi Di C1246430
Yue Fang Di Zheng Zi Di C1246429
Yue Fang Di Zheng Zi Di C1246428
Yue Fang Di Zheng Zi Di C1246427
Yue Fang Di Zheng Zi Di C1246426
Yue Fang Di Zheng Zi Di C1246435
Yue Fang Di Zheng Zi Di C1246434
Yue Fang Di Zheng Zi Di 1246433
Yue Fang Di Zheng Zi Di C1246432
Yue Fang Di Zheng Zi Di C1246431
Yue Fang Di Zheng Zi Di C1246440
Yue Fang Di Zheng Zi Di C1246439
Yue Fang Di Zheng Zi Di C1246438
Yue Fang Di Zheng Zi Di C1246437
Yue Fang Di Zheng Zi Di C1246436
Yue Fang Di Zheng Zi Di C1246445
Yue Fang Di Zheng Zi Di C1246444
Yue Fang Di Zheng Zi Di C1246443
Yue Fang Di Zheng Zi Di C1246442
Yue Fang Di Zheng Zi Di C1246441
Yue Fang Di Zheng Zi Di C12464350
Yue Fang Di Zheng Zi Di C1246449
Yue Fang Di Zheng Zi Di C1246448
Yue Fang Di Zheng Zi Di C1246447
Yue Fang Di Zheng Zi Di C1246446
Yue Fang Di Zheng Zi Di C1249205
Yue Fang Di Zheng Zi Di C1249204
Yue Fang Di Zheng Zi Di C1249203
Yue Fang Di Zheng Zi Di 1249202
Yue Fang Di Zheng Zi Di C1249201
Yue Fang Di Zheng Zi Di C1249210
Yue Fang Di Zheng Zi Di 1249209
Yue Fang Di Zheng Zi Di C1249208
Yue Fang Di Zheng Zi Di C1249207
Yue Fang Di Zheng Zi Di C1249206
Yue Fang Di Zheng Zi Di C1249970
Yue Fang Di Zheng Zi Di C1249214
Yue Fang Di Zheng Zi D1 C1249213
Yue Fang Di Zheng Zi Di C1249212
Yue Fang Di Zheng Zi Di C1249211

Sub-total GFA for Office:
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Date of Issuance

11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
t1 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
12 September 2002
11 September 2002
11 September 2002
11 September 2002
11 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002
18 September 2002
12 September 2002
12 September 2002
12 September 2002
12 September 2002

Gross Floor Area

(sq.m.)

584.89
252.35
188.29
262.79
21153
221.89
156.74
188.29
262.79
211.53
12189
156.74
188.29
262.79
211.53
221.89
156.74
188.29
262.79
211.53
221.89
156.74
188.29
262.79
21153
22189
156,74
188.29
262.79
211.53
221.89
136.74
188.29
262.79
211.53
221.89
156.74
189.17
264.03
212.52
22294
141.49
189.17
264.03
212.52
22294
141.49

10,186.22
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Unit No. User Real Estate Ownership Certificate Date of Issuance Gross Floor Area

{sq.m.)

Level 2 Retail Yue Fang Di Zheng Zi Di C1249215 12 September 2002 760.12

Sub-total GFA for Retail Shop 760.12

CP10 Car Park Yue Fang Di Zheng Zi Di C1249958 18 September 2002 10.20

CPll Car Park Yue Fang Di Zheng Zi Di C1249959 18 September 2002 11.22

CP12 Car Park Yue Fang Di Zheng Zi Di C1249960 18 September 2002 11.22

Cr13 Car Park Yue Fang Di Zheng Zi Di C1249961 18 September 2002 11.93

CPl4 Car Park Yue Fang Di Zheng Zi Di C1249962 18 September 2002 11.93

CP15 Car Park Yue Fang Di Zheng Zi Di C1249963 18 September 2002 11.22

CP16 Car Park Yue Fang Di Zheng Zi Di C1249964 18 September 2002 11.22

CP17 Car Park Yue Fang Di Zheng Zi Di C1249965 18 September 2002 10.71

CP18 Car Park Yue Fang Di Zheng Zi Di C1249966 18 September 2002 10.71

CP19 Car Park Yue Fang Di Zheng Zi Di C1249967 18 September 2002 11.00

CP20 Car Park Yue Fang Di Zheng Zi Di C1249968 18 September 2002 11.00

Cp21 Car Park Yue Fang Di Zheng Zi Di C1249969 18 September 2002 11.00

Sub-total GFA for Car Parks 133.36

2. The property is subject to a mortgage in favor of China Construction Bank Guangzhou Panyu Branch at a
consideration of RMB40,000,000.

3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(i)  The legal titles to the property with Real Estate Ownership Certificates issued are vested in Growth

Plus.

(ii) The property is subject to a mortgage in favor of China Construction Bank Guangzhou Panyu
Branch.

(iii) Growth Plus is entitled to transfer or let the property without payment of any land grant premium
and additional fees in accordance with the PRC laws. However, Growth Plus should obtain the
mortgagee’s consent prior to the transfer or letting of the property.

(iv) The property is not subject to any third party interests such as mortgage, court order seal against
transaction.

4. According to the information provided by the Group, Growth Plus is a wholly-owned subsidiary of the
Company as at 11 November 2004.
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VALUATION CERTIFICATE

Group IT — Property interests held and occupied by the Group

Property Interests located at Guangzhou

Property

2. A parcel of
industrial land
and buildings

Description and Tenure

The property comprises a
parcel of land with a site
area of approximately

Particulars of
Occupancy

The property is owner
occupied as staff
quarters and

46,240.77 sq.m. warehouse.

(hereinafter referred as the

erected thereon
located at No. 2

and 16:of “Land”) (Detail please
Lingyun Street refer to Note 2).
of Hualing

There are currently two
buildings erected on the
site. These buildings are
owned and occupied by
China Refrigeration
Industry Co., Ltd. as staff
quarters and warehouse.
The total gross floor area
of the buildings is
approximately 10,781.78
sq.m.

Village amid
Tonghe Road in
Baiyun District,
Guangzhou,
Guangdong
Province, the
PRC

The land use rights of the
property is grant in nature
and the tenure of the land
is unspecified for
industrial uses.

Notes:

Open market value
in existing state

as at

11 November 2004

RMB22,900,000

(95% interests
attributable to the
Group: RMB21,755,000)

l. Pursuant to two Real Estate Ownership Certificates (Document No.: Sui Fang Di Zheng Zi No0.0743988
and 0743989) both dated 13 November 2000, the property with a site area of approximately 46,240.77
sq.m. and total gross floor area of approximately 10,781.78 is held by China Refrigeration Industry Co.,
Ltd. (referred hereinafter as “China Refrigeration™) as staff quarters and warehouse uses.

According to the information provided, detail information of the buildings are listed below:

Property Name of Gross Floor
No. Building Area
{sq.m.)

1 Staff Quarters 8,656.73
2 Warehouse Building 2,125.05
Total: 10,781.78

Year of No. of
Completion Storey
1988 7

1990 3

2. Pursuant to a Contract for Grant of State-owned Land Use Rights (Document No.: Sui Guo Di Chu He
(2000) No. 412) entered into between China Refrigeration and Guangzhou State-owned Land Bureau
dated 31 October 2000, portion of the Land with a site area of approximately 13,597 sq.m. was planned as
Red Line Drawing Withdrawal Area, the title to this area does not belong to China Refrigeration.
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Moreover, there are 3 other residential buildings with a total gross floor area of 14,645 sq.m. erected on
the Land. The titles to these residential buildings had been sold to individual staff. The total site area
apportioned to these residential buildings among to 10,386.52 sq.m. The titles to these buildings and their
related lands do not belong to China Refrigeration.

According to the information provided by China Refrigeration, the remaining site area apportioned to the
staff quarters and warehouse buildings is the residual area after deduction of the Red Line Drawing
Withdrawal Area and those area apportioned to the sold residential buildings. The residual site area is
calculated to be 22,822.47 sq.m. We have taken into account of the above issues in the course of our
valuation.

3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:
(i)  According to two Real Estate Ownership Certificates, the property with total gross floor area of
approximately 10,781.78 sq.m. is vested in China Refrigeration. China Refrigeration has applied for
the land use rights by means of compensation as assignment. Thus, the land of the property at

present is grant land.

(i1)  The land use rights and the building ownership of the property is vested in China Refrigeration.

(iii) China Refrigeration shall transfer, let or mortgage the property to the other parties upon payment of
all the Jand grant fee and completion of the relevant registration procedures.

(iv) China Refrigeration has fully settled the land grant fee.
{(v) Regarding the two certificates in Note 3(i) that had been marked with “China Refrigeration has not
applied the land use nights by means of compensation as assignment”, China Refrigeration is now in

the process of applying for the rectification procedures.

4, According to the information provided by the Group, China Refrigeration is owned by the Company as to
95% as at 11 November 2004,
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VALUATION CERTIFICATE
Open market value
in existing state
Particulars of as at
Property Description and Tenure Occupancy 11 November 2004

RMB200,000
(95% interests

The property is
currently vacant.

3. Two unsold The property comprises
residential units two unsold residential

located at Nos.
7 to 8 of
Lingyun Street
of Hualing
Village amid
Tonghe Road in
Baiyun District,
Guangzhou,
Guangdong
Province, the

PRC

Notes.

units in 2 separate 8-storey
residential buildings
completed in the 80’. Unit
704 is located at Level 7 of
No. 7 Lingyun Street and
Unit 104 1s located at
Level 1 of No. 8 Lingyun
Street.

The gross floor area of
Unit 704 and Unit 104 is
55.92 sq.m. and 91.49
sq.m. respectively.

Unit 704 is held under
land use rights for a term
of 70 years commencing
from 3 June 1999 for
residential uses.

Unit 104 is held under
land use rights for a term
of 50 years commencing
from 24 October 2001 for
residential uses.

attributable to the
Group: RMB190,000)

1. Pursuant to a Real Estate Ownership Certificate (Document No.: Sui Fang Di Zheng Zi No.0828493)
dated 13 January 200!, Unit 704 with a gross floor area of approximately 55.92 sq.m. is vested in China
Refrigeration Industry Co., Ltd. (referred hereinafter as “China Refrigeration™) for a term of 70 years

commencing from 3 June 1999 for residential uses.

2. Pursuant teo another Real Estate Ownership Certificate (Document No.: Sui Fang Di Zheng Zi
No.C1103917) dated 18 July 2002, Unit 104 with a gross floor area of approximately 91.49 sq.m. is vested
in China Refrigeration for a term of 50 years commencing from 24 October 2001 for residential uses.

3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(1)  The legal titles to the property with Real Estate Ownership Certificates issued are vested in China
Refrigeration.

(i1) China Refrigeration is entitled to transfer, let or mortgage the property upon compliance with
relevant legal registration procedures in accordance with the PRC laws.

4, According to the information provided by the Group, China Refrigeration is owned by the Company as to
95% as at 11 November 2004.
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Property

4. 3 residential
units on Level 3
of No. 61 and
No. 65 Tiyu Xi
Road and retail
shops on Level
1 and 2 of No.
73 Tiyu Xi Road
amid Tianhe
District,
Guangzhou,
Guangdong
Province, the
PRC

Notes:

VALUATION CERTIFICATE

Description and Tenure

The property comprises 3
residential units on Level 3
of No. 61 and No. 65 Tiyu
Xi Road and retail shops
on Level | and 2 of No. 73
Tiyu Xi Road amid Tianhe
District in Guangzhou.

Details of the breakdown
of the gross floor area are
listed as follows:

User Gross Floor Area

{sg.m.)
3 Residential Units: 299.64 sq.m.
Retail Shops: 940.00 sq.m.
Total:

The property is held under
land use rights that are
military allocative in
nature and the tenure of
the land is unspecified.

1,239.64 sq.m.

Particulars of
Occupancy

The residential units
are currently owner
occupied as staff
quarters/ancillary
office whilst the retail
shops are subject to
various tenancy
agreements with the
latest one expiring on
30 August 2008
contributing a total
annual rental income
of RMB1,121,563 for
commercial uses.

Open market value
in existing state

as at

11 November 2004

No commercial value

L. Pursuant to 4 Real Estate Ownership Certificates, the property with a total gross floor area of
approximately 1,239.64 sq.m. is vested in China Refrigeration Industry Co., Ltd. (referred hereinafter as
“China Refrigeration”). It is military allocative in nature and the tenure of the land is unspecified.

Details of Real Estate Ownership Certificates are listed as follow:

Unit No. User Real Estate Ownership Certificate Gross Floor Area
(sq.m.)
Levell and 2

of No.73 Retail Jun Fang Zi Di 0000943 940.00

Unit 301
of No.61 Residential Jun Fang Zi Di 0004756 86.48

Unit 302
of No.61 Residential Jun Fang Zi Di 0004763 113.8

Unit 302
of No.65 Residential Jun Fang Zi Di 0000899 99.36
Total: 1,239.64

~97 -

Date of Issuance

9 January 1995
10 December 2002
18 July 2003

9 January 1995




APPENDIX 2 PROPERTY VALUATION

2. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information

(i}  According to the information given, land use rights of the property is of military allocative in nature
and cannot be freely transferred.

(ii)  China Refrigeration has not applied for the land use rights by means of compensation as assignment.

(iii) The property is not subject to any third party interests such as mortgage, court order seal against
transaction.

3. Based on the PRC Legal Opinion, we have assigned no commercial value to the property due to the
absence of a Real Estate Ownership Certificate in grant nature, hence the property cannot be freely

transferred, mortgaged or leased in the market.

4. According to the information provided by the Group, China Refrigeration is owned by the Company as to
95% as at 11 November 2004.
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Property

2 residential
units on Level
10 of No. 113
Donghua Xi
Road amid
Dongshan
District,
Guangzhou,
Guangdong
Province, the
PRC

Notes:

VALUATION CERTIFICATE

Particulars of
Description and Tenure Occupancy
The residential units
are currently owner
occupied as staff
quarters,

The property comprises 2
residential units on Level
10 of a 15-storey
residential building
completed in 1995 amid
Dongshan District in
Guangzhou.

The gross floor area of
Unit 1001 and 1002 is

82.89 sq.m. and 73.71

sq.m. respectively.

The property is held under
land use rights that are
unspecified.

Open market value
in existing state

as at

11 November 2004

No commercial value

1. Pursuant to 2 Real Estate Ownership Certificates both dated 4 January 1996, the property with a total
gross floor area of approximately 156.60 sq.m. is vested in China Refrigeration Industry Co., Ltd.
(referred hereinafter as “China Refrigeration”) for an unspecified term for residential use.

Details of the Real Estate Ownership Certificates are listed as follows:

Unit No. User Real Estate Ownership Certificate Gross Floor Area
(sq.m.)

Unit 1001 Residential Sui Fang Di Zheng Zi No. 258404 73.71
Unit 1002 Residential Sui Fang Di Zheng Zi No. 258405 82.89
156.60
L ]

2. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information

(i)  According to the information given, the term of the land use rights of the property is not specified.

(i1)  The property cannot be transferred due to the land grant fee has not been fully settled.

(iii) The property is not subject to any third party interests such as mortgage, court order seal against
transaction,
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3. Based on the PRC Legal Opinion, we have assigned no commercial value to the property due to the
absence of a Real Estate Ownership Certificate in grant nature, hence the property cannot be freely
transferred, mortgaged or leased in the market.

4, According to the information provided by the Group, China Refrigeration is owned by the Company as to
95% as at 11 November 2004,
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Property

6. A residential
unit on Level 18
of No. 32
Tianhe Nan Er
Road amid
Tianhe District,
Guangzhou,
Guangdong
Province,
the PRC

Notes:

VALUATION CERTIFICATE

Description and Tenure

The property comprises a
residential unit on Level
18 of an 18 storey
composite building
completed in the 90’s amid
Tianhe District.

The gross floor area of the
unit is approximately
112.98 sq.m. for
residential use.

The property is held under
land use rights for a term
of 70 years commencing
from 18 July 2003 for
residential use.

Open market value
in existing state

as at

11 November 2004

Particulars of
Occupancy

The property is
currently owner
occupied as staff
quarters.

RMBS510,000
(50.05% interests
attributable to the

Group:
RMB255,255)

1. Pursuant to a Real Estate Ownership Certificate (Document No.: Yue Fang Di Zheng Zi No.C2532328)
dated 6 February 2004, the property with a gross floor area of approximately 112.98 sq.m. is vested in
Hefei Hualing Electrics Co., Ltd. (referred hereinafter as “Hefei Hualing™) for a term of 70 years
commencing from 18 July 2003 for residential uses.

2. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(i)  The legal titles to the property with Real Estate Ownership Certificate issued are vested in Hefei

Hualing.

(i) Hefei Hualing is entitled to transfer, let or mortgage the property after completing relevant
registration of title transfer procedures.

(iii) The property is not subject to any third party interests such as mortgage, court order seal against
transaction.

3. According to the information provided by the Group, Hefei Hualing is owned by the Company as to
50.05% as at 11 November 2004.
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VALUATION CERTIFICATE

Property Interests located at Panyu

Open market value
in existing state

Particulars of as at

Property Description and Tenure Occupancy 11 November 2004
7. A parcel of The property comprises a The property is RMB113,100,000

industrial land parcel of land with a site occupied by the (100% interests

and buildings area of approximately Group for production attributable to the

erected thereon 78,531.5 sq.m. uses. Group:

located at 105 RMB113,100,000)

Guodao Licun There are currently 5

Section amid buildings erected on the

Dashi Town, site. These buildings are

Panyu, owned and occupied by

Guangzhou, Guangzhou Hualing Air-

Guangdong conditioning Equipment

Province, Co., Ltd. for production

the PRC uses. The total gross floor

area of the buildings is
approximately 66,082
sq.m. Detail information
of the buildings are listed
in Note 1.

The property is held under
land use rights for a term
of 50 years expiring on 14
June 2043 for industrial
uses.

Notes:

l. Pursuant to 5 Real Estate Ownership Certificates, the property with a site area of approximately 78,531.5
sq.m. and a total gross floor area of approximately 66,082 sq.m. is vested in Guangzhou Hualing Air-
conditioning Equipment Co., Ltd. (referred hereinafter as “Hualing Air-conditioning”) for a term of 50
years expiring on 14 June 2043 for industrial uses.

Details of the Real Estate Ownership Certificates are listed as follows:

Completion No. of Real Estate

Building Name Date Storey Ownership Certificate Gross Floor Area Date of Issuance

(sq.m.)
Warehouse 1994 3 Yue Fang Di Zheng Zi Di 1835264 5,366.6 13 May 1999
Staff Quarters 1994 7 Yue Fang Di Zheng Zi Di 1835265 4,890.2 13 May 1999
Factory 1999 ] Yue Fang Di Zheng Zi Di 1835266 11,400.0 13 May 1999
Composite 1994 3 Yue Fang Di Zheng Zi Di 1117011 4,509.4 18 September 1997
Main Factory 1998 3 Yue Fang Di Zheng Zi Di 1835263 39,9158 13 May 1999

Total GFA: 66,082.0

—
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2. The property is subject to two mortgages in favor of Industrial and Commercial Bank of China Dashi
Branch at a consideration of RMB50,000,000 and Industrial and Commercial Bank of China Panyu Branch
at a consideration of RMB20,000,000.

3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(i)  The legal titles to the property with Real Estate Ownership Certificates issued are vested in Hualing
Air-conditioning.

(ii) Hualing Air-conditioning is entitled to transfer or let the property after seeking the mortgagee’s
consent.

(iii) Hualing Air-conditioning has obtained the land use rights of the property by means of compensation
as assignment.

(iv) The property is subject to two mortgages in favor of Industrial and Commercial Bank of China
Dashi Branch at a consideration of RMBS50,000,000 and Industrial and Commercial Bank of China
Panyu Branch at a consideration of RMB20,000,000.

4. According to the information provided by the Group, Hualing Air-conditioning is wholly-owned by the
Group as at 11 November 2004.
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VALUATION CERTIFICATE
Open market value
in existing state
Particulars of as at
Property Description and Tenure Occupancy 11 November 2004
8. 3 residential The property comprises 3 Unit 104 is occupied RMB410,000
units on Level 1 residential units on level 1 by the Group as staff (100% interests
of Yijing Yuan, of a 9-storey residential quarters. attributable to the
Yijing Garden building completed in the Group:
located at 105 90’s amid Panyu. Unit 106 and 107 are RMB410,000)
Guodao Licun currently vacant.
Section amid The total gross floor area
Dashi Town, of the units are 216 sq.m.
Panyu,
Guangzhou, The property is held under
Guangdong land use rights for a term
Province, of 70 years expiring on 9
the PRC " February 2063 for
residential uses.
Notes:

1. Pursuant to 3 Real Estate Ownership Certificates (Document No.: Yue Fang Di Zheng Zi No. C1153522 to
C1153524) all dated 21 August 2002, the property with a total gross floor area of approximately 216 sq.m.
is vested in Guangzhou Hualing Air-conditioning Equipment Co., Ltd. (referred hereinafter as “Hualing
Air-conditioning”) for a term of 70 years expiring on 9 February 2063 for residential uses.

2. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(i)  The legal titles to the property with Real Estate Ownership Certificates issued are vested in Hualing
Air-conditioning.

(it) Hualing Air-conditioning is entitled to transfer, let or mortgage the property after completing
relevant title transfer registration procedure without payment of any other onerous charges.

(iii) The property is not subject to any third party interests such as mortgage, court order seal against
transaction.

3. According to the information provided by the Group, Hualing Air-conditioning is wholly-owned by the
Group as at 11 November 2004,
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VALUATION CERTIFICATE
Property Interests located at Hefei

Open market value

Property

. A parcel of
industrial land
and buildings
erected thereon
located at the
northeastern
corner of the
junction of
Jinxiu Avenue
and Fozhang
Road amid
Hefei Economic
& Technology
Development
Area, Hefei,
Anhui Province,
the PRC

Notes:

Description and Tenure

The property comprises a
parcel of land with a site
area of approximately
129,333.4 sq.m. and one
building with a total gross
floor area of
approximately 44,467.44
sq.m. erected thereon.
Detail information of the
building is listed in

Note 2.

The land use rights of the

property is granted and the

tenure of the land is 50
years for industrial uses
expiring on 12 January
2052.

Particulars of
Occupancy

The property is at
present occupied by
the owner for
production uses as
warehouse, office,
factory.

in existing state
as at

11 November 2004

No commercial value

1. Pursuant to a State-owned Land Use Right Grant Contract dated 13 January 2002, the property with a site
area of approximately 129,333.4 sq.m. is vested in Hefei Hualing Electrics Co., Limited (referred
hereinafter as “Hefei Hualing”) for a term of 50 years expiring on 12 January 2052 for industrial use.

2. According to a Building Ownership Certificate (Document No.: Fang Di Quan He Zi No. 050281) dated
12 April 2004, the property with a total gross floor area of approximately 44,467.44 sq.m. is vested in
Hefei Hualing as factory, office and warehouse uses.

According to the information provided and inspection, there is one building erected, detail information of

the building is listed below:

Property No. Name of Building Gross Floor Area Year of Completion No. of Storey

(sq.m.)
1 Factory 44,467.44 2003 3-storey
(Portion 2-storey)

Total 44,467.44
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3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(i)  The legal title to the property with Real Estate Ownership Certificate issued is vested in Hefei
Hualing.

(ii) Hefei Hualing is entitled to transfer, let or mortgage the property after fully settled the land grant
premium and with the compliance of relevant registration procedures in accordance with the PRC
laws.

(i1il) The property cannot be transferred freely due to the land grant fee has not been fully settled.

4. Based on the PRC Legal Opinion, we have assigned no commercial value to the property due to land grant
premium of the property has not been fully settled and the absence of a Real Estate Ownership Certificate
in grant nature, hence the property cannot be freely transferred, mortgaged or leased in the market until all
the assumptions below have been achieved:—

(1)  a Real Estate Ownship Certificate in grant nature was granted by Hefei Government to the Group
for a term of 50 years commencing from the date of issuance of the said certificate for industrial
use;

(ii)  the final site area and gross floor area of the property stated in the certificate mentioned in note (i)
above should be 129,333.4 sq.m. and 44,467.14 sq.m. respectively; ’

(ii1) all land premia, land requisition costs and other costs of ancillary utility services had been settled in
full;

(iv) the design and construction of the buildings were in compliance with the planning regulations and
have been approved by the relevant authorities; and

(v) the property is entitled to be transferred with the residue terms of its land use rights at no extra land
premium or other onerous payment payable to any governmental authorities.

However, for indicative purpose, the open market value of the property as at the date of valuation on the
basis of the above assumptions was approximately RMB62,100,000. The value apportioned to the land and
building portion of the property was approximately RMB36,300,000 and approximately RMB25,800,000
respectively. Furthermore, we must stress that if the final information stated in the Building Ownership
Certificate and State-owned Land Use Right Certificate including, inter alia, the land use, tenure and site
area, was changed, we reserve our rights to amend our valuation.

5. According to the information given by the Company, Hefei Hualing will according to the land grant
contract settle the remaining portion of the land grant fee RMB2,820,000 on or before 30 December 2004.
According to the PRC law, Hefei Hualing can apply for a State-owned Land Use Right Certificate in grant
nature after fully settling the land grant fee. As estimated by the Company, the said certificate will be
obtained in 6 months’ time in June 2005.

6. According to the information provided by the Group, Hefei Hualing is owned by the Company as to
50.05% as at 11 November 2004.
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VALUATION CERTIFICATE

Open market value

Property

10. A residential

unit of Liuyuan
in Country
Garden amid
Hefei Economic
& Technological
Development
Area, Hefei,
Anhui Province,
the PRC

Description and Tenure

The property comprises a
unit on Level I of Block
11 amid Liuyuan in
Country Garden which is
located at the junction of
Shixin Road East and
Danxia Road South amid
Hefei Economic &
Technological
Development Area.

Particulars of
Occupancy

The property is
currently owner
occupied as staff
quarters,

in existing state
as at

11 November 2004

RMB248,000
(50.05% interests
attributable to the

Group:
RMB124,124)

Block 11 is a 5 storeys
building of concrete and
brick structure completed
in the 90’s. The gross floor
area of the property is
approximately 91.91 sq.m.

The property is held under
land use rights for 70 years
expiring on 2 November
2068 for residential uses.

Notes:

l. According to a Building Ownership Certificate (Document No: Fang Di Quan He Zi No.051519) issued by
Hefei Real Estate Management Bureau dated 20th May 2004, the gross floor area of the property is
approximately 91.91 sq.m. The property is vested in Hefei Hualing Electrics Co., Limited (referred
hereinafter as “Hefei Hualing™) for residential use.

2. According to a State-owned Land Use Right Certificate (Document No.: He Zheng Chu Guo Yong (2001)
No. 34.), the land use rights of the property is in grant nature for a term of 70 years expiring on 2
November 2068 for residential uses.

3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(1)  The legal title to the property with Building Ownership Certificate issued is vested in Hefei
Hualing.

(i) Hefei Hualing is entitled to transfer, let or mortgage the property, after completing relevant
registration of title transfer procedures without payment of any other onerous charges.

(i1l The property is not subject to any third party interests such as mortgage, court order seal against
transaction.

4. According to the information provided by the Group, Hefei Hualing is owned by the Company as to
50.05% as at 11 November 2004.
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1

—

Property

. A residential

unit located at
Level 6 of
Block 13 of
Ludu Garden in
Luyang District
amid Hefei
Economic &
Technology
Development
Area, Hefel,
Anhui Province,
the PRC

Notes:

VALUATION CERTIFICATE

Description and Tenure

The property comprises a
unit on Level 6 in Block
13 of Ludu Garden in
Luyang District.

Block 13 is a 6 storeys
building of concrete brick
structure completed in the
90’s. The gross floor area
of the property is
approximately 105.55
sq.m.

The property is held under
land use rights for an
unspecified term.

Particulars of
Occupancy

The property is at
present owner
occupied as staff
dormitory.

Open market value
in existing state

as at

11 November 2004

No commercial value

Pursuant to a Building Ownership Certificate (Document No.: Hefei Shi Fang Di Quan He
Zi No. 020284) dated 23 January 1998, the property with a total gross floor area of approximately 105.55
sq.m. is vested in Hefei Hualing Electrics Co., Limited (referred hereinafter as “Hefei Hualing™) for
residential use.

We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(i)  After completing relevant title transfer registration procedures, the property can be freely
transferred.

(i) The legal title to the property with Building Ownership Certificate issued is vested in Hefei
Hualing.

(iii) The property is not subject to any third party interests such as mortgage, court order seal against
transaction.

Pursuant to the Building Ownership Certificate mentioned in Note 1, the term of the land use rights is
unspecified. Further to our enquiry with the management office of Ludu Garden, the management office
was not able to provide us with the original of the State-owned Land Use Right Certificate. Due to
incomplete information available, the term of the land use rights cannot be ascertained. Hence we have
assigned no commercial value to the property due to incomplete information provided.

According to the information provided by the Group, Hefei Hualing is owned by the Company as to
50105% as at 11 November 2004.
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VALUATION CERTIFICATE

Group III — Property interests to be acquired by the Group

Open market value
in existing state

Particulars of as at
Property - Description and Tenure Occupancy 11 November 2004
. A parcel of The property comprises a Portion of the No commercial value
industrial land parcel of land with a site property is at present
and buildings area of approximately vacant and the
erected thereon 39,048.18 sq.m. and there remaining portion
located at Shahe  are 24 buildings with a with a total gross
District amid total gross floor area of floor area of 4,699.4
Guangzhou, approximately 24,596.13 sq.m. is leased and
Guangdong sq.m. erected thereon. occupied by China
Province, the Detail information of the Refrigeration Industry
PRC buildings are listed in Co., Ltd under
Note 4. various tenancy
agreements with the
The land use rights of the latest term expiring
property is allocative in on 31 July 2006 at a
nature for factory, office total annual rental of
and dormitory uses and the = RMB774,796.80 for
tenure of the land is production uses.
unspecified.
Notes:

Pursuant to a Real Estate Ownership Certificate (Document No.: Sui Fang Di Zheng Zi No.0566404)
dated 26 January 1999, the property with a site area of approximately 39,048.18 sq.m. and total gross
floor area of approximately 24,651.17 sq.m. is held by Guangzhou Baiyun Mechanical Industrial
Corporation (referred hereinafter as “Baiyun”) as factory, office and dormitory uses. However, the land is
an allocated land (#|# + #1), the land tenure is unspecified. According to our site inspection, an
ancillary building with a gross floor area of 55.02 sq.m. was demolished.

Pursuant to an Agreement Regarding The Transfer of Land Use Rights of No. 10 Land and Ownership to
Buildings and Ancillary Facilities (referred as the “ Agreement”) entered into between Baiyun and China
Refrigeration Industry Co., Ltd. (referred hereinafter as “China Refrigeration™) on 6 July 2004, Baiyun
agreed to transfer the land use rights of No. 10 Land with a site area of 39,048 sq.m. and buildings with a
total gross floor area of approximately 24,651.17 sq.m. erected thereon to China Refrigeration at a
consideration of RMB28,596,783.5. The consideration should be paid according to the followings:

(a) after China Refrigeration has obtained the Real Estate Ownership Certificate for Land No. 8; and

(b)  China Refrigeration should pay the whole of the consideration to Baiyun’s bank account within 30
days from the date of issuance of the Real Estate Ownership Certificate (for Land No. 10 and
buildings (including ancillary facilities) erected thereon) vesting the title thereto in China
Refrigeration.

According to a Notice of Resumption (Document No. <90>Fang Zheng Zi No. 94) issued by Guangzhou
Real Estate Administration Bureau dated 21 December 1990, a parcel of land with a total site area of
approximately 143,660 sq.m. was requisitioned by the PRC government as State-owned Land for factory,
technical institute and dormitory uses whilst the property was included.
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4. According to the information provided and inspection, there are 24 buildings erected, detail information of
the buildings are listed below:

Property Name of Gross Floor Year of No. of
No. Building Area Completion Storey

(sqg.m.)
1 Security Department 47.02 1975 2
2 Office Building 1,589.31 1979 5
3 Production Workshop 1,415.44 1988 2
4 Pipe Workshop 556.63 1974 1
5 Hydraulic Pressure Workshop 556.63 1974 1
6 Workshop No. 7 878.64 1974 1
7 Copper Case Workshop 982.91 1974 1
8 Power Room | 228.52 1990 1
9 Power Room 2 168.90 1975 1
10 Platform Scale 101.18 1987 1
11 Escalator and Workshop 2,501.94 1994 2
12 Engine Building 4,008.30 1989 5
13 Cylinder Workshop 214.53 1990 2
14 Momentum — Compressing Workshop 608.66 1974 1
15 Steel Godown 2,171.40 © 1974 1
16 Wind Generator Workshop 537.86 1974 1
17 Momentum-Compressing Workshop 729.82 1974 1
18 Heating Treatment Workshop 505.49 1974 1
19 Product Godown 359.15 1974 1
20 Acid Cleaning Workshop 158.78 1974 1
2] Sedan Workshop 4,551.41 1996 1
22 Tongshen Office 1 1,251.11 1996 2
23 Tongshen Office 2 458.67 1996 3
24 Security Guard Room 13.85 N/A 1

Total: 24,596.15

L]
3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:

(i)  Pursuant to {[E] F {F F + #b 3 % F) (referred hereinafter as the “Notice™) dated 21 December
1990, (same as the one in Note 2), Guangzhou Real Estate Administration Bureau permitted Baiyun
to use a land with a total site area of approximately 143,660 sq.m. amid Shahe Tong He, Xianggang
Shan, Yantang Gang and Dongyuan Chun (referred hereinafter as the “Permitted Land”). The
Permitted Land is of allocative in nature for factory, technical institute and staff quarter uses.
Property No. 12 and Property No. 13 in this report are located in the Permitted Land.

(ii) According to a Real Estate Ownership Certificate (Document No.: Sui Fang Di Zheng Zi
No0.0566404), the property with a site area of approximately 39,048.18 sq.m. is vested in Baiyun.
However, Baiyun has not applied for the land use rights by means of compensation as assignment.
Thus, the land of the property at present is allocated land.

(i) The land use rights and the building ownership of the property is vested in Baiyun.
(iv) Baiyun shall, keeping with the standards and measures prescribed by the State Council, transfer the
land use rights to the other parties upon payment of compensation as assignment and fully settling

all the land grant fee.

(v) According to the regulation of the PRC, the maximum term of the land use rights for industrial land
is 50 years.
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6. Based on the PRC Legal Opinion, we have assigned no commercial value to Property No. 12 due to the
fact that China Refrigeration has not yet settled all the consideration and obtained the title to the property,
hence the property cannot be freely transferred, mortgaged or leased in the market until all the
assumptions below have been achieved:—

(i) a Real Estate Ownership Certificate in grant nature was granted by Guangzhou Government to
China Refrigeration for a term of 50 years commencing from the date of issuance of the said
certificate for industrial use;

(i1)  the final site area and gross floor area of the property stated in the certificate mentioned in note (i)
above should be 39,048.18 sq.m. and 24,596.15 sq.m. respectively;

(iif) all land premia, land requisition costs and other costs of ancillary utility services had been settled in
full;

(iv) the design and construction of the buildings were in compliance with the planning regulations and
have been approved by the relevant authorities; and

(v) the property is entitled to be transferred with the residue terms of its land use rights at no extra land
premium or other onerous payment payable to any governmental authorities.

However, for indicative purpose, the open market value of the property as at the date of valuation on the
basis of the above assumptions was approximately RMB37,000,000. The value apportioned to the land and
building portion of the property was approximately RMB28,000,000 and approximately RMB9,000,000
respectively. The estimated land grant fee for the property is approximately RMB2,148,000. Furthermore,
we must stress that if the final information stated in the Real Estate Ownership Certificate including, inter
alia, the land use, tenure and site area, was changed, we reserve our rights to amend our valuation.

7. According to the information provided by the Group, China Refrigeration will settle the consideration in
the sum of RMB28,596,783.50 after obtaining the State-owned Land Use Right Certificate in grant nature
for Land No.8. As estimated by the Company, the said Certificate will be obtained in 9 months’ time from
the date of issuance of the said Certificate for Land No.8.

8. According to the information provided by the Group, as at 11 November 2004, the holding company of
Baiyun owns 10.3% interest in the Company.
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VALUATION CERTIFICATE
Open market value
in existing state
Particulars of as at
Property Description and Tenure Occupancy 11 November 2004
13. A parcel of land  The property comprises a The property is leased No commercial value
neighboring parcel of land with a site by China
with Property area of approximately Refrigeration
No. 12 and 36,370 sq.m. Industry Co., Ltd. for
buildings a term commencing

erected thereon
located at Shahe
District, amid
Guangzhou,
Guangdong
Province, the
PRC

Notes:

There are currently 12
buildings erected on the
site. These buildings are
owned and occupied by
China Refrigeration
Industry Co., Ltd. for
production uses. The total
gross floor area of the
buildings is approximately
39,675 sq.m. Detail
information of the

buildings are listed in Note

2.

The land use rights of the
property is allocative in
nature and the tenure of
the land is unspecified as
factory, office and
dormitory uses.

from 1 May 1991 and
expiring on 25 March
2005 at an annual
rental of
RMB2,009,953.32 for
production uses.

1. According to a Notice of Resumption (Document No. <90> Fang Zheng Zi No.94) issued by Guangzhou
Real Estate Management Bureau dated 21 December 1990, a parcel of land with a total site area of
approximately 143,660 sq.m. was requisitioned by the PRC government as State-owned Land for factory,
technical institute and dormitory uses whilst the property was included.
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2. According to the information provided and inspection, there are 12 buildings erected, detail information of
the buildings are listed below:

Gross Floor

Property Name of Area Year of No. of
No. Building (sq.m.) Completion Storey
1 Main Factory 17,755 1588 1
2 Factory 16,407 1988 5
3 Cylinder Workshop 260 1988 1
4 Power Distribution Room 410 1988 1
5 Hydraulic Pressure Workshop 180 1988 1
6 Boiler 260 1988 1
7 Sewage Station 280 1988 1
8 Pump Room 115 1988 1
9 Communication Room ' 60 1988 1
10 Office Building 2,780 1988 5
11 Boarding House 1,086 1988 2
12 Clinic 82 1988 1
Total: 39,675
3. We have been provided with the PRC Legal Opinion, which contains, inter alia, the following information:
(i)  pursuant to {[5] B {8 B T+ # 38 H F) (referred hereinafter as the “Notice”), dated 21 December

(ii)

(iii)
(iv)

9]

1990, Guangzhou Real Estate Administration Bureau permitted Baiyun to use a land with a total site
area of approximately 143,660 sq.m. amid Shahe Tong, Xianggang Shan, Yantang Gang and
Dongyuan Chun (referred hereinafter as the “Permitted Land”). The Permitted Land is of allocative
in nature for factory, technical institute and staff quarter uses. Property No. 13 and Property No. 12
in this report are located in the Permitted Land.

according to the information given, the property, which has a site area of approximately 36,370
sq.m., is vested in Baiyun. However, Baiyun has not applied for the land use rights by means of
compensation as assignment. Thus, the land of the property at present is an allocated land (¥ # &

H) .

the land use rights of the property is vested in Baiyun.

Baiyun shall, keeping with the standards and measures prescribed by the State Council, transfer the
land use rights to the other parties upon payment of compensation as assignment and fully settling

all the land grant fee; and

according to the regulation of the PRC, the maximum term of the land use rights for industrial land
is 50 years.
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4. Pursuant to an Agreement Regarding The Transfer of Land Use Rights of No.8 Land (referred as the
“Agreement”) entered into between Baiyun and China Refrigeration Industry Co., Ltd. (referred
hereinafter as “China Refrigeration™) on 6 July 2004, Baiyun agreed to transfer the land use rights of No.8
Land with a site area of 36,370 sq.m. to China Refrigeration at a consideration of RMB25,704,133.8.
China Refrigeration has settled portion of the consideration in the sum of RMB10,281,653 according to
the agreement terms as at the date of our valuation.

S. Based on the PRC Legal Opinion, we have assigned no commercial value to Property No.13 due to the
fact that China Refrigeration has not yet settled all the consideration and obtained the title to the property,
hence the property cannot be freely transferred, mortgaged or leased in the market until all the
assumptions below have been achieved:—

(i) a Real Estate Ownership Certificate in grant nature was granted by Guangzhou Government to
China Refrigeration for a term of 50 years commencing from the date of issuance of the said
certificate for industrial use;

(i1) the final site area and gross floor area of the property stated in the certificate mentioned in note (i)
above should be 36,370 sq.m. and 39,675 sq.m. respectively;

(i1i) all land premia, land requisition costs and other costs of ancillary utility services had been settled in
full;

(iv) the design and construction of the buildings were in compliance with the planning regulations and
have been approved by the relevant authorities; and

(v) the property is entitled to be transferred with the residue terms of its land use rights at no extra land
premium or other onerous payment payable to any governmental authorities.

However, for indicative purpose, the open market value of the property as at the date of valuation on the
basis of the above assumptions was approximately RMB52,700,000. The value apportioned to the land and
building portion of the property was approximately RMB26,000,000 and approximately RMB26,700,000
respectively. The estimated land grant fee for the property is approximately RMB2,000,000. Furthermore,
we must stress that if the final information stated in the Real Estate Ownership Certificate including, inter
alia, the land use, tenure and site area, was changed, we reserve our rights to amend our valuation.

6. According to the information provided by the Group, China Refrigeration will according to the Agreement
settle the remaining portion of the consideration of RMB15,422,480.80 in due course.

According to the PRC law, China Refrigeration can apply for a State-owned Land Use Right Certificate in
grant nature after fully settling the consideration set out in the Agreement. As estimated by China

Refrigeration, the said certificate will be obtained in 3 months’ time no later than March 2005,

7. According to the information provided by the Group, as at 11 November 2004, the holding company of
Baiyun owns 10.3% interest in the Company.
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RESPONSIBILITY STATEMENT

This Offeree Document includes particulars given in compliance with the Listing Rules
and the Takeovers Code. The Directors (other than Mr. Li Yu Jun and Mr. Huang Wei Hua)
jointly and severally accept full responsibility for the accuracy of the information contained in
this Offeree Document (other than that relating to Midea International and parties acting in
concert with it and that relating to the Sale and Purchase Agreement) and confirm, having
made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this
Offeree Document (other than those of or in relation to Midea International and parties acting
in concert with it and those relating to the Sale and Purchase Agreement) have been arrived at
after due and careful consideration and there are no other facts not contained herein, the
omission of which would make any statement contained herein (other than that relating to
Midea International and parties acting in concert with it and that relating to the Sale and
Purchase Agreement) misleading.

The information contained herein relating to Midea International and parties acting in
concert with it and their intention with respect to the Group and information contained herein
relating to the Sale and Purchase Agreement has been extracted from the Offer Document. The
Directors (other than Mr. Li Yu Jun and Mr. Huang Wei Hua) accept responsibility for the
correctness and fairness of the reproduction or presentation of such information but accept no
further responsibility in respect of such information.

SHARE CAPITAL AND SHARE OPTIONS
(1) Share capital

The authorised and issued share capital of the Company as at the Latest Practicable
Date were as follows:

Authorised:

3,000,000,000 Shares HK$300,000,000
Issued and fully paid up:

1,588,036,408 Shares HK$158,803,640.80

All of the Shares rank pari passu in all respects, including as to dividends, voting and
capital.

The Shares are listed on and traded on the Stock Exchange. No Shares are listed on
or dealt in, nor is any listing of or permission to deal in the Shares being, or proposed to
be, sought on any other stock exchange.

Save for the increase of the authorised share capital from 1,600,000,000 Shares to
3,000,000,000 Shares by the creation of an additional 1,400,000,000 new Shares as
approved at the extraordinary general meeting of the Company on 29 June 2004, there has
been no alteration to the authorised share capital of the Company since the end of its last
financial year, being 31 December 2003.
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Save for (i) the allotment and issue of an aggregate of 200,000,000 new Shares to the
Vendor and Profit Upsurge Limited, a wholly-owned subsidiary of the Vendor, pursuant to
the subscription agreement dated 30 January 2004 entered into between the Vendor, Profit
Upsurge Limited and the Company; (ii) the allotment and issue of 3,000,000 new Shares
to' Mr. Lo Wing Sang, Vincent, an independent non-executive Director, pursuant to his
exercise of the Options on 22 November 2004; and (iii) the allotment and issue of
3,000,000 new Shares to Mr. Chan Wai Dune, an independent non-executive Director,
pursuant to his exercise of the Options on 25 November 2004, there has been no alteration
to the issued share capital of the Company since 31 December 2003.

(2) Share options

As at the Latest Practicable Date, there were outstanding Options to subscribe for
960,000 Shares, the particulars of which are as follows:

Number of Exercise price

Type of Options Option exercise period  outstanding Options per Option

Type I Options From 30 September 1997 to 800,000 HK$0.930
10 November 2005 (Note 1)

Type I1I Options From 5 July 2000 to 160,000 HK$0.211

10 November 2005 (Note 2)

Notes:

1. The exercise period of the Type I Options was originally from 30 September 1997 to 30
September 2007. Pursuant to the notice given by the Directors to the Optionholders on 30
November 2004 after Midea International has obtained control of the Company (within the
meaning of the 1993 Share Option Scheme) upon completion of the Sale and Purchase
Agreement, the expiry date of the Type I Options became 10 November 2005.

2. The exercise period of the Type T Options was originally from 5 July 2000 to 4 July 2010,
Pursuant to the notice given by the Directors to the Optionholders on 30 November 2004 after
Midea International has obtained contro! of the Company (within the meaning of the 1993 Share
Option Scheme) upon completion of the Sale and Purchase Agreement, the expiry date of the
Type IIT Options became 10 November 2005.

The Options were issued pursuant to the 1993 Share Option Scheme. A new share
option scheme was adopted by the Shareholders on 27 June 2003 (the “2003 Scheme”).
The 1993 Share Option Scheme was therefore terminated immediately upon adoption of
the 2003 Scheme but the options granted pursuant to the 1993 Share Option Scheme will
remain in force and effect until the date of expiry relating thereto save and except in the
event of any person having obtained control of the Company, the date of expiry of the
relevant options may be shortened. No option has been granted under the 2003 Scheme
since its adoption. Pursuant to the 2003 Scheme, the maximum number of Shares upon
which options may be granted when aggregated with those granted under any other share
option scheme of the Company in issue may not exceed 138,203,640 Shares, representing
approximately 8.7% of the issued share capital of the Company as at the Latest Practicable
Date.
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Save as disclosed in this section, there were no options, warrants or conversion rights
affecting the Shares outstanding as at the Latest Practicable Date. :

DISCLOSURE OF INTERESTS
(1) Directors’ interests in the Company

As at the Latest Practicable Date, the interests and short positions of the Directors
and chief executive in the Shares and underlying shares in, and debenture of, the Company
which were required, pursuant to section 352 of the SFO, to be entered in the register
required to be kept therein, or which were required pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers to be notified to the Company and
the Stock Exchange or which were required to be disclosed in this Offeree Document
pursuant to the requirements of the Takeovers Code are as follows:

(a) Interest in Shares

Name of Director Number of Shares and Approximate
nature of interest shareholding

percentage

Mr. Lo Wing Sang, Vincent 3,000,000 0.19%

(beneficial owner)

Mr. Chan Wai Dune 3,000,000 0.19%
(beneficial owner)

(b) Interests in Options

Number of
Option outstanding Exercise price
Name of Director Type of Options exercise periad Options per Option
Mr. Zhang Xin Hua Type 1 Options From 30 September 1997 to 800,000 HK$0.930

10 November 2005

Save as disclosed in paragraph (1) of this section, none of the Directors had, as at the
Latest Practicable Date, any interest or short position in any Shares and underlying shares
in, and debentures of, the Company which will have to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they were taken or deemed to have under such provisions), or
which were required, pursuant to section 352 of the SFO, to be entered in the register
required to be kept therein, or which were required pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers to be notified to the Company and
the Stock Exchange or which were required to be disclosed in this Offeree Document
pursuant to the requirements of the Takeovers Code.
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(2) Directors’ service agreements

As at the Latest Practicable Date, none of the Directors has entered into any service
contract with any member of the Group or associated companies which are in force and
which have more than 12 months to run, or which has been entered into or amended
within 6 months prior to 3 November 2004,

(3) Arrangement affecting Directors

Each of Mr. Li Jianwei and Ms. Yuan Liqun, who are non-executive Directors, owns
33%:interest in 5 1l T JE & [& F| R % & & R 2> A (Foshan Shunde Lixun Investment
Co.,ILtd.) (“Lixun Investment”) which in turn owns 45% interest in Midea Group Co.,
Ltd.. Midea Group Co., Ltd. is the beneficial owner of 99.9% interest in Midea
International which is a party to the Sale and Purchase Agreement.

Save as disclosed in this paragraph (3), as at the Latest Practicable Date,

{a) there is no benefit (other than statutory compensation) to be given to any
Director as compensation for loss of office or otherwise in connection with the
Offers and there are no agreements or arrangements between any Director and
any other person which is conditional or dependent upon the outcome of the
Offers or otherwise connected with the Offers; and

(b) there are no material contracts entered into by Midea International in which any
Director has a material personal interest. ’

(4) Dealings in the securities of the Company by the Directors
Set out below are the dealings in the securities of the Company by the Directors

during the period commencing 6 months prior to 3 November 2004 up to and including
the Latest Practicable Date:

Transaction Exercise price
Date nature Nao. of Shares per Share
(HKS)

By Mr. Lo Wing Sang, Vincent

22 November 2004 Exercise of 2,000,000 0.244
Type 1I Options

Exercise of 1,000,000 0.211
Type III Options

By Mr. Chan Wai Dune

25 November 2004 Exercise of 2,000,000 0.244
Type II Options

Exercise of 1,000,000 0.211
Type 111 Options
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(5) Other disclosure of interests

(a) As at the Latest Practicable Date:

(b)

(1)

(i1)

(iii)

(iv)

v)

the Company did not own or had any interest in any securities of Midea
International,

save for the indirect interest held by Mr. Li Jianwei and Ms. Yuan Liqun
through Lixun Investment and Midea Group Co., Ltd. as disclosed in
paragraph 3 of this section, no Directors owned or had any interest in any
securities of Midea International;

no member of the Group or any pension fund of any member of the Group
owned or had any interest in any securities of the Company;

none of Dao Heng Securities, Vigers Appraisal & Consulting Ltd.,, Z & T
Law Firm or any advisers to the Company as specified in class (2) of the
definition of associate under the Takeovers Code (excluding exempt
principal traders) owned or had any interest in any securities of the
Company; and

there was no arrangement of the kind referred to in Note 8 to Rule 22 of
the Takeovers Code with the Company or any person who was an associate
of the Company by virtue of classes (1), (2), (3) and (4) of the definition
of associate under the Takeovers Code.

During the period commencing 6 months prior to 3 November 2004 and ended
on the Latest Practicable Date:

)

(i1)

(iii)

(iv)

V)

the Company had not dealt for value in any securities of Midea
International,

save for the indirect interest held by Mr. Li Jianwei and Ms. Yuan Ligun
through Lixun Investment and Midea Group Co., Ltd. as disclosed in
paragraph 3 of this section, no Directors had dealt for value in any
securities of Midea International;

save for the respective exercises of 3,000,000 Options by Mr. Lo Wing
Sang, Vincent on 22 November 2004 and 3,000,000 Options by Mr. Chan
Wai Dune on 25 November 2004, no Directors had dealt for value in any
securities of the Company;

no member of the Group or any pension fund of any member of the Group
had dealt for value in any securities of the Company;

none of Dao Heng Securities, Vigers Appraisal & Consulting Ltd., Z & T
Law Firm or any advisers to the Company as specified in class (2) of the
definition of associate under the Takeovers Code (excluding exempt
principal traders) had dealt for value in any securities of the Company;

~ 119 -




APPENDIX 3 GENERAL INFORMATION

(vi) no person who had an arrangement of the kind referred to in Note 8 to
Rule 22 of the Takeovers Code with the Company or any person who was
an associate of the Company by virtue of classes (1), (2), (3) and (4) of the
definition of associate under the Takeovers Code had dealt for value in any

securities of the Company; and

(vi) no fund manager (excluding exempt fund managers) connected with the
Company who managed the shareholdings in the Company on a discretionary

basis had dealt for value in any securities of the Company.

SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, the persons or companies (not being Directors or the
chief executive of the Company) who had interests or short positions in Shares or underlying
Shares which would fall to be disclosed to the Company and the Stock Exchange pursuant to

the provisions of Divisions 2 and 3 of Part XV of the SFO were as follows:

Name of Shareholder Number of Shares
Midea International Corporation Company Limited (Note 1) 670,076,808
Midea Group Co., Ltd. (Note 2) 670,076,808
HUmEEERERERRLA 670,076,808

(Foshan Shunde Tiantuo Investment Co., Ltd.)
(“Shunde Tiantuo™) (Note 3)

Lixun Investment (Note 4) 670,076,808
Mr, He Xiang Jian (Note 5) 670,076,808
Ms. Liang Fengchai (Note 6) 670,076,808
Mr. Zhang Hechuan (Note 7) 670,076,808
Ms. Zhao Hongying (Note 8) 670,076,808
Guangzhou Baiyun Agriculture Industry & Commerce Corporation 162,960,000
Notes:

Approximate
sharehoiding
percentage
42.2%

42.2%

42.2%

42.2%
42.2%
42.2%
42.2%
42.2%

10.3%

1. As at the Latest Practicable Date, Midea International is directly interested in 670,076,808 Shares.

2. Midea Group Co., Ltd. was deemed to be interested in the 670,076,808 Shares which Midea
International was interested in by virtue of its holding 99.9% interest in Midea International.

3. The registered capital of Midea Group Co., Ltd. is owned as to 55% by Shunde Tiantuo and 45% by
Lixun Investment. Accordingly, Shunde Tiantuo was deemed to be interested in the 670,076,808 Shares
which Midea International was interested in by virtue of its holding 55% equity interest in Midea Group

Co., Ltd.
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4. The registered capital of Midea Group Co., Ltd. is owned as to 55% by Shunde Tiantuo and 45% by
Lixun Investment. Accordingly, Lixun Investment was deemed to be interested in the 670,076,808
Shares which Midea International was interested in by virtue of its holding 45% equity interest in
Midea Group Co., Ltd.

5. The registered capital of Shunde Tiantuo is owned as to 90% by Mr. He Xiang Jian and 10% by Ms. Lu
De Yan. Accordingly, Mr. He Xiang Jian was deemed to be interested in the 670,076,808 Shares which
Midea International was interested in by virtue of his holding 90% equity interest in Shunde Tiantuo.

6. Ms. Liang Fengchai is the spouse of Mr. He Xiang Jian and is therefore deemed to be interested in the
670,076,808 Shares which Midea International was interested in by virtue of Mr. He’s holding 90%
equity interest in Shunde Tiantuo.

7. The registered capital of Lixun Investment is owned as to 34% by Mr. Zhang Hechuan, 33% by Mr. Li
Jianwei and 33% by Ms. Yuan Liqun. Accordingly, Mr. Zhang Hechuan was deemed to be interested in
the 670,076,808 Shares which Midea International was interested in by virtue of his holding 34% equity
interest in Lixun Investment.

8. Ms. Zhao Hongying is the spouse of Mr. Zhang Hechuan and was therefore deemed to be interested in
the 670,076,808 Shares which Midea International was interested in by virtue of Mr. Zhang’s holding
34% equity interest in Lixun Investment.

As at the Latest Practicable Date, save as disclosed in this section, the Directors are not
aware of any person (not being Directors or the chief executive of the Company) who had
interests or short positions in Shares or underlying Shares which would fall to be disclosed to
the Company and the Stock Exchange pursuant to the provisions of Divisions 2 and 3 of Part
XV of the SFO.

EXPERTS

The following are the qualifications of the experts who have given opinion or
recommendation which are contained in this Offeree Document:

Name Qualification

Dao Heng Securities Limited Deemed licensed corporation under the SFO
to conduct type 1 (dealing in securities),
type 4 (advising on securities), type 6
(advising on corporate finance), type 7
(providing automate trading services) and
type 9 (asset management) regulated
activities under the SFO

Vigers Appraisal & Consulting Ltd. Professional property valuers

Z & T Law Firm PRC lawyers

Dao Heng Securities Limited, PricewaterhouseCoopers, Vigers Appraisal & Consulting
Ltd. and Z & T Law Firm have given and have not withdrawn their respective written consents
to the issue of this Offeree Document with the inclusion of their respective letters, reports,

valuation certificates or recommendations (as the case may be) and the references to their
names, in the form and context in which they respectively appear.
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MATERIAL CONTRACTS

The following contracts (not being contracts in the ordinary course of business) have been
entered into by members of the Group within the two years preceding 3 November 2004 and
ended on the Latest Practicable Date, and are or may be material:

(a) an agreement dated 20 May 2003 entered into between Hualing Technology Limited,
ZHRELERAER and EE WL EE H 0 F B XX 2 5 in respect of the
additional capital injection by each of Hualing Technology Limited, & # # (Ll & #%
B and EENEZEEL D ARELELA n B IEERTEHA ML 7 (Hefei
Hualing Electrics Co. Ltd.*) (“Hefei Hualing”);

(b) .an agreement dated 20 May 2003 entered into between Hualing Technology Limited,
THELERLE and FETH ZEE YL 0 F R F £ 7 to amend the terms
iof the original joint venture contract and the articles of association of Hefei Hualing
with respect to, inter alia, the registered capital;

(c) 'a promoters’ agreement dated 25 June 2003 entered into between Hualing Technology
Limited, % & L ERAK, SN TEZEEH O AREE LT, ZREE
% B A R 2 7], Avanti Products (Division of The Mackle Company, Inc.), Z i &
EAHR AT and P EBE RN R LERHE Z A0 7 in relation to the conversion
of Hefei Hualing from a sino-foreign equity joint venture enterprise into a joint stock
limited liability company by way of promotion, which shall be renamed as & B %
A R AL ——

(d) a placing agreement dated 30 January 2004 entered into between the Vendor, Profit
Upsurge Limited, the Company and First Shanghai Securities Limited in relation to
the placing of an aggregate of 200,000,000 Shares by the Vendor and Profit Upsurge
Limited;

(e) a subscription agreement dated 30 January 2004 entered into between the Vendor,
Profit Upsurge Limited and the Company in relation to the subscription of an
aggregate of 200,000,000 new Shares by the Vendor and Profit Upsurge Limited;

(f) an agreement dated 6 July 2004 entered into between 1 Bl 5 HE B ¥ FH R 2\ &
(China Refrigeration Industry Co., Ltd.) (“China Refrigeration”) as transferee and /&
M & E# E T % /> 7 (Guangzhou Baiyun Mechanical Industrial Corporation*)
(“Baiyun Mechanical”) as transferor in relation to the acquisition by China
Refrigeration from Baiyun Mechanical of the land use rights in respect of a piece of
land with an aggregate area of 36,370 sq.m. situated at No. §, Tongbao Road, Baiyun
District, Guangzhou, the PRC (4 B /& | 77 &1 & [& [5] B #% 8%% ), for a consideration
of RMB25,704,133.80 (equivalent to approximately HK$24,249,182.83),

*  For identification purpose only
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(g) an agreement dated 6 July 2004 entered into between China Refrigeration as
transferee and Baiyun Mechanical as transferor in relation to the acquisition by
China Refrigeration from Baiyun Mechanical of the land use rights in respect of a
piece of land with an area of approximately 39,048 sq.m. situated at Provisional No.
10, Tonghe North Road, Baiyun District, Guangzhou, the PRC (F EI EE M T B E &
A Fn AL #& 7 4% 109%) as well as the buildings and facilities located on the land for
an aggregate consideration of RMB28,596,783.5 (equivalent to approximately
HKS$26,978,097.64); and

(h) an agreement dated 18 August 2004 entered into between China Refrigeration and
Rim Polymers Industries Pte. Ltd. in relation to the purchase by China Refrigeration
of the equipment and machineries on the cycle pentane project at a consideration of
US$1,149,430 (equivalent to approximately HK$8,965,554).

LITIGATION

As at the Latest Practicable Date, members of the Group had been involved as plaintiff in
a number of pending and/or unsettled litigations or claims, most of which were claims for trade
receivables. The aggregate amount involved in these pending and/or unsettled litigations or
claims amounted to approximately RMB20,000,000 (approximately HK$18,900,000) and a sum
of approximately RMB9,000,000 (approximately HK$8,490,000) has been provided for in the
financial statements of the Group for the year ended 31 December 2003.

As at the Latest Practicable Date, members of the Group had been involved as defendant
in the following pending litigation or claim:

(1) there had been legal proceedings against Hualing Air-Conditioning & Equipment
Co., Ltd. (“Hualing Air-Conditioning™), a member of the Group, in respect of a claim
for trade receivables for an amount of approximately RMB1,958,000 (approximately
HK$1,847,000). Proceedings commenced in August 2004 and judgement from the
court is pending; and

(ii) there had been legal proceedings against Hualing Air-Conditioning in a labour
dispute for an amount of RMB150,000 (approximately HK$141,500). Proceedings
commenced in May 2004 and judgment from the court is pending.

Save as disclosed in this section, as at the Latest Practicable Date, no member of the
Group 1s engaged in any litigation or arbitration of material importance and no litigation or
claim of material importance is known to the Directors to be pending or threatened of which
any member of the Group is a party.

MISCELLANEOUS

(a) The registered office of the Company is situated at Rooms 4108-10, 41st Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

(b) The secretary of the Company is Mr. Wong Hon Sum, FCCA FHKSA.

(c) The English text of this Offeree Document shall prevail over the Chinese text.
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DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business
hours at the office of Woo, Kwan, Lee & Lo at 27th Floor, Jardine House, 1 Connaught Place,
Central, Hong Kong while the Offers remain open for acceptance:

(a)
(b)

(c)

(d)

(e)

(0

the Memorandum and Articles of Association of the Company;

the annual reports of the Company for the two years ended 31 December 2003 and
the interim report of the Company for the 6 months ended 30 June 2004;

'the letter from Dao Heng Securities, the text of which is set out on pages 16 to 36 of
ithis Offeree Document;

ithe letter and valuation certificates relation to the property interests of the Group
prepared by Vigers Appraisal & Consulting Ltd., the texts of which are set out in
Appendix 2 to this Offeree Document;

the written consents referred to in the section headed “Experts” in this Appendix;
and

the material contracts referred to in the section headed “Material Contracts” of this
Appendix.
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HR H 1 E 4,081 5,504 9,585
W_EE_HE+"HA=1+—8
WA 6,801 6,506 13,307
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¥ B B 3 6,452 5,043
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